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Takes the shop to the job! 


A ready-to-roll workshop on wheels . . . that’s this versatile Dodge Trades- 
man, and it puts to use every available inch of space. 


There’s pick-up load space aplenty, with a lockable sliding roof to protect 
whatever you carry. Lock-up compartments for weatherproof storage of 
tools, fittings and supplies. Even a handy workbench . . . wher you swing 
down the horizontal compartment doors. Ladder racks availzble. 


Take your Tradesman with four or six compartments, powerful V-8 or C 
economy Six, 3- or 4-speed transmission or push-button LoadFlite. No doubt 
about it—here’s the service truck with the most! See your Dodge dealer for | 


all the reasons why... 


today, 


it's real smart 
to choose D odge 


Trucks 


Pree eed 
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For service calls in any kind of weather and over any terrain, you ' Prins 


Dodge 4 x 4 Power-Wagons! This W500 with special utility-type 20dy, | 
instance, combines Dodge dependability with two- or four-wheel-driv«: tract 
that goes anywhere. Winch and power take-off available. 





an’t 
ody, | 


‘tract 


Pustic UTILITIES FORTNIGHTLY . . 


in-Chief ¢ EttswortH NICHOLS 
Editor ¢ Francis X. WELCH 
ate Editors ¢ RatpH S. CHILD 
Ne H. Durry 

Norman J. BaRATT 

Gzorce E, TURNER 

Joun W. Hewitt 


istant Editors © M. C, McCartHy 
M. L, WILLIAMS 


Financial Editor ¢ OWEN ELy 


vertising Manager @ E. L. CooKE 


ation Manager ¢ E. S, STEVENS 





REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 


4 4 


stands 


for federal and state regulation of both 


privately 
publicly 
fair and 
discrimi 


editori: 
endors 
tion, 7 
bility 

contri! 


Subser 
Uriuitt 
332 Pe: 


Allow 


Single 
(26 is 
Sions, § 
Canada 


Entere’, 
under t! 
at Balt 
righted, 
Printed 


owned and operated utilities and 
owned and operated utilities, on a 
nondiscriminatory basis; for non- 
atory administration of laws; for 
and nondiscriminatory taxation; 
eneral—for the perpetuation of the 
rprise system. It is an open forum 
ree expression of opinion concern- 
lic utility regulation and allied 
is supported by subscription and 
g revenue; it is not the mouthpiece 
sup or faction; it is not under the 
upervision of, nor does it bear the 
nt of, any organization or associa- 
editors do not assume responsi- 
the opinions expressed by its 
rs. 


is: Address correspondence to PusBLic 
FORTNIGHTLY, circulation department, 
vania Building, Washington 4, D. C. 
nonth for change of address. 


‘es $1.00. Annual subscription price 
a year): United States and posses- 
0; Pan American countries, $15.00; 
16.00; all other countries, $17.50. 


second-class matter April 29, 1915, 

\ct of March 3, 1879, at the Post Office 
e, Md., December 31, 1936. Copy- 
59, by Public Utilities Reports, Inc. 
U.S.A; 


Public 
Utilities 


VOLUME 63 FEBRUARY 26, 1959 NUMBER 5 








ARTICLES 


Big Government and Your Tax Dollars 
Hon. Edward Martin 289 


This article presents Senator Martin’s ideas of what safe- 
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agencies of government operating. in the field of business. 
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Part I. Robb M. Winsborough 
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bifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricwarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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42 ft. boring mill-rough cuts a stay ring for one 
of the world’s most powerful hydraulic turbines. 


lewport News builds six king-size turbines 
for Niagara Power Project 
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ed Newport News machinists are milling 


. for one of six 200,000 hp. Francis-type 


‘urbines. Before they’re finished, they’ll 
ive more turbines—the world’s most 
for the Lewiston Power Plant of the 
oject. 

News has not only the men, but the 
) take a job like this in its stride... 
too. For example, the 42 ft. boring 


‘rs... Desirable positions available at 
News for Designers and Engineers in 


cutegories, Address inquiries to Employ- 


Nager. 


mill pictured above was designed and built at 
Newport News. 

The large engineering and technical staffs, acres 
of iron, brass and steel foundries, five huge machine 
shops, and additional specialized equipment make 
Newport News a leader in the production of 
hydraulic turbines, valves, gates, penstocks, and 
other water power equipment you need. 

Consult Newport News engineers on preliminary 
design recommendations at no obligation. 


Shipbuilding and Dry Dock Company 
Newport News, Virginia 





with the Codetrrs 


ie the pulling and hauling that have been 
going on in Washington over the re- 
organization of the new 86th Congress 
from the standpoint of “liberal” versus 
“conservative,” we find quite a bit of con- 
fusion over words which are commonly 
used. One of them, “‘socialism,”’ is some- 
times used in a very uncomplimentary 
sense, especially when a so-called “con- 
servative” is having an argument with a 
so-called “liberal’’ over spending the tax- 
payers’ money for nondefense projects by 
any branch of the government. 


WE are all familiar, of course, with the 
counterargument of the “‘liberals”’ that cer- 
tain activities of the federal government 
in recent years, even in the nature of busi- 
ness enterprise, are neither socialism nor 
socialistic. They insist that these activities 
have come about in a normal, natural, 
and logical way, quite incidental to the 
major purpose of government. 


WE cannot hope to do much about set- 
tling any such argument at this late date 
in any such small space as this department 
of editorial comment. But it is a commen- 
tary on the political mores of our time to 
note that the very words “socialist’’ and 
“socialism” are resisted and even resented 
by those who, at the same time, would 


EDWARD MARTIN 


©Fabian Bachrach 
ROBB M. WINSBOROUGH 


expand federal government operations in 
fields which are otherwise and predomi 
nantly occupied by private business enter 
prise for profit. 


A is always the case of words which 
have deteriorated in meaning through 
emotional distortion, the dictionaries do 
not help us very much. Webster’s Nex 


“ec 


Collegiate Dictionary defines “socialism” 
as “A political and economic theory o! 
social organization based on collective 01 
governmental ownership and democrati 
management of the essential means for the 
production and distribution of goods.” 
There are, of course, various alternative 
and supplemental definitions along th: 
same line, and once we try to particulariz 
we are off into deep waters indeed, involv- 
ing such concepts as collectivism, Fabian- 
ism, Marxism, and even Bolshevism ani 
Communism. 


THE fact remains that if you were t 
buttonhole even the most rabid congres- 
sional supporter of expanding federa' 
electric power project operations, h« 
would not agree that any of this is “social 
ism” or “socialistic.” Not since the late 
Representative Marcantonio of New 
York sat, more or less isolated, in the 
House of Representatives has there been a 
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serve 


roug iout its service territory—in Ohio, 

rmsy vania, West Virginia, Kentucky, 
irgini., Maryland and southern New 
ork — aatural gas continues to be the 
eferr-d fuel for home and industry. 


Columbia Gas 
Savery special 


part of America 


Conn States where 
1014 serves 
—— of all the a 
a “gas Consumed in 

United States. 


THE COLUMB 


SYSTEM, INC. 


= COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


PAGES WITH THE EDITORS (Continued) 


lawmaker who gladly owned up to an 
honest desire to socialize American in- 
dustry through government operation— 
even the electric power industry, as such. 


ALL this brings us right back to where 
we started, which is to determine whether 
the things that have happened and are still 
happening in the field of government op- 
erations are really socialistic or partially 
socialistic, or in danger of becoming so. 
In this intellectual ring-around-the-rosy, 
it is important to keep our eyes on the 
ideological ball—if we may mix our sports 
metaphors. What is the true purpose of 
such operations? Or, aside from what 
might have been the purpose, what is ac- 
tually happening, as the result of develop- 
ments which may not have been originally 
intended? Do we really know what we are 
doing, or is it another case of not knowing 
the gun was loaded? 


O* focal point of ‘such discussion, 
which has already arisen in the new 
Congress, is the proposal to permit the 
Tennessee Valley Authority to finance its 
own further expansion with revenue 
bonds. Offhand, this would seem to be 
really a very sensible proposal from the 
taxpayer’s point of view—relieving him 
of a burden which, through the years, has 
become an increasing fiscal obligation of 
the government. 

WE present as the opening article in this 
issue, a very careful and critica! analysis 
not only of the TVA proposal, but also 
the general trend of tax spending in this 


CHARLES D. MATTHEWS 


direction. It is the product of an author 
who for twelve years was a U. S. Senator 
from Pennsylvania, Epwarp Martin. 
SENATOR MarTIN was born in Pennsyl- 
vania in 1879 and graduated from 
Waynesburg College in 1901. After his 
admission to the bar in 1905, he served 
in all grades in the military establishment, 
from Private to Major General. He 
became successively auditor general, state 
treasurer, adjutant general, and governor 
of Pennsylvania before his election to the 
U. S. Senate in 1946. 


* ok * x 


a a somewhat similar line of con- 
cern to the electric power industry is 
the two-part article (beginning on page 
300) from Ross M. WINSBOROUGH, vice 
president of the Middle West Service 
Company of Chicago. A native of Mis- 
sourl, he grew up in Georgia and Texas 
and was educated at the Rice Institute in 
Houston. He has specialized in public re- 
lations and employee training after a 
background of journalism and oil business 
operations. He entered the utility business 
in 1929 as director of public relations for 
the Southwestern Gas & Electric Company 
of Shreveport, Louisiana. He was made 
commercial manager in 1935 and a direc- 
tor in 1937. He transferred to Middle 
West in 1938, taking care of public re- 
lations and emplovee relations. He was a 
World War II Army officer. 
eo. *& & 

‘Hares D. MatrHews, whose article 

A on the crisis in America’s nuclear 
power program begins on page 307, is at 
present a nuclear engineer accountant 
executive of Bozell & Jacobs, Inc., at- 
tached to the Washington office. The 
views expressed in his article in this issue, 
however, are his own and, as the saying 
goes, do not necessarily reflect the views 
of his business associates. Mr. MATTHEWS 
is a native of Texas and a graduate of 
George Washington University (BA, ’48; 
MA, ’49). 


THE next number of this magazine will 
be out March 12th. 


I. Chitin 
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KA flies through figurework with the “99” Calculator 
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THE PROOF IS ON THE TAPE! 
Gutomaxicaly.- 
pene 
$34.56 
181 pes. 


reduct’ . of figuring costs and increase in efficiency...each “99” replaced + Duvrioles 
wom. ines formerly used. : 095. So/F1o 


At TW \, the REMINGTON RAND “99” Printing Calculator plays an important 


er . . a 
partir he fast, efficient service you enjoy. 
5 : . : ; 3456 
Oneo 5 many uses is the proration of passenger fares to participating airlines. 
In thi: \peration the "99" combines division, constant multiplication, and 
additi In all TWA’s figuring operations on the 99”, printed SIMPLA TAPE 
proot tantly verifies first-run accuracy. 


TWA  icials state: These "99" Calculators have resulted in a considerable 


Did y know you can buy a"99" Calculator for less than $6.10 a week 
after « nall down payment? Contact your local Remington Rand Office or 
write tf tolder C1152, Room 1227, 315 Fourth Avenue, New York 10, N.Y. 
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Coming IN THE NEXT ISSUE 


(March 12, 1959, issue) 


* 


THE RAILROAD PASSENGER BUSINESS: ITS ILLS AND REMEDIES 

A repeated and somewhat melancholy feature of daily news is the curtailment and 
discontinuance of railroad passenger service. Faced with increasing operating costs, 
tax burdens, and competition from private automobiles, the railroads have in many 
areas reached the point of diminishing return on passenger business. Realizing that 
they cannot operate profitably regardless of fare levels, they have indicated a desire 
to get out of the passenger-carrying business to a large extent, and in some instances 
to get out of it entirely. What is the impact of this on the public interest and on 
other utility services, particularly in the transportation field? Dr. William J. McKenna, 
assistant professor of economics at Temple University, has made a careful study of 
the ills and remedies of the railroad passenger business. He has some constructive 
suggestions as to what might be done to save what is left of a once essential and 
still important segment of our national transportation service. 


ELECTRIC RATES, BILLS, AND PUBLIC RELATIONS. PART II. 
In this second instalment of a two-part series, Robb M. Winsborough, vice president 
of Middle West Service Company, deals with public relations handling of electric 
rate increases. He reviews the inevitability of these increases on a large scale in view 
of continuing inflationary conditions. He urges a realistic approach which recognizes 
that while a public utility company may not be able to make a rate increase popular, 
it can make it more acceptable and reasonable and not something which is to be in yo 
feared or which is unfair. He outlines a down-to-earth pattern of operation for the 
public relations man who is charged with responsibility of preparing the soil and culti- 
vating a favorable public opinion, both before and after the filing of a rate increase. 7 tf 
itseli 
GAS REALLY HAS A HARD SELL neith 
Recent developments in the gas industry, at both ends of the great continental 
pipelines, indicate that there are serious problems ahead, from both the producing plea: 
and consuming standpoint. Rival demands of industrial and residential consumers, the ek. 
availability of alternative fuels in various forms, and the increasing resistance of . 
producers to bargain basement contract rates are complicating the marketing 
picture—particularly for the distributing companies. James H. Collins, Washing- 
ton author of business articles, gives us his ideas about the future of gas service 
at the merchandising or appliance level. In his individualistic and entertaining fashion, boo! 
the author reviews the headaches of the past and compares them with the head- ‘ 
aches of the present and what seems to be around the corner. He winds up in of B 
concluding that there is no scarcity in the supply of headaches. you: 


quir: 


proc 


* 


Al 3 a Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Co TINUING monthly billing analyses pro- 
duce’ by the “One-Step” Method* provide — 
complete, accurately documented data on past 
and present operations, plus a sound base for 
forecasting future ones. Having data in depth on 
these important factors is indeed a long step 
toward securing better rates, because they pre- 
sent to commissions unassailable facts which 
help to justify the granting of rate increases. In 
the 20 years we have served utility companies 
R & S analyses have figured prominently in 
hundreds of rate cases—commissions know and 
respect the validity of our work, a plus factor 
in your favor. 
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(sing the “One-Step” Method is simplicity 
itself. because all the work is done in our office, 
neither your personnel nor equipment are re- 
quire]. Cost-conscious utility executives will be 
pleas:d with the modest cost of our service; less 
in fa:¢ than preparation by their own staffs, and 
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clusive with R & S, is made 
possible by this machine of 
our invention. 
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C4aoukeble Coke 


“There never was in the world two opinions altke.” 


BiLtL HENRY 
Columnist. 


NEILL Davis 
Executive vice president, 
California Savings and 
Loan League. 


GABRIEL HAUGE 
Former presidential adviser. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Joun W. HILi 
Chairman of the board, 
Hill & Knowlton, Inc. 


LANSING P, SHIELD 


President, Grand Union Company. 


C. JAMES Proup 
President, Advertising Federation 
of America. 


JoHN R. EVERETT 
President, Hollns College. 


—MOoNTAIGNE 





“Extremists always love to talk liberalism but at th: 
same time they like to get out and run right over am 
opposition,” 


¥ 


“If we in private enterprise are not careful in avoid 
ing the siren song of government promising the solutio: 
of our problems, we will commit economic suicide.” 


¥ 


“It has been soundly observed that it is not govern 
ment policies themselves that bring about a recovery 11 
our kind of economy but rather it is the private reactio1 
to public policy that does so—or fails to do so.” 


¥ 


‘Bureaucracy, as most people aware of its ability to 
survive well know, is hardier than a nine-lived cat... 
it’s been our experience that once life is breathed into 
a government bureau, something close to immortality 
has been created.” 


* 


“In any effort by a company, an institution, or govern 
ment to reach a goal—the eventual success will depend 
not alone on what that organization does, The outcome 
depends equally upon public understanding and accept 
ance of what is done.” 


¥ 


“The danger in this country lies not in underregula 
tion of business, but in overregulation. | should like to 
suggest that consideration be given by Congress to the 
enactment of a code of fair and ethical practices to gov 
ern our permanent regulatory agencies and to prevent 
trial by headlines.” 


¥ 


“Government officials who seek to tax advertising art 
like amateurs who try to remove an appendix. They aré 
very apt to lose the patient. It is important to remembe: 
that advertising has traditionally been considered a cos 
of doing business, and not a product in itself, All busi 
nesses using advertising pay their fair and full shar 
of taxes.” 


¥ 


“Colleges and universities should stop serving people’ 
desires and serve only the cause of truth. If people wan 
to participate in the great adventure of learning an: 
discovery, they should be admitted. If they simply wan 
degrees they should be excluded. When this changé 
occurs higher education will deserve the additiona 
money it now seeks. And the nation will be in a better 
position to survive.” 


PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 26, 1759 





Ml ‘-ONWEALTH SERVICES INC. 


York, | 


Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


3: >) PARK AVENUE, NEW YORK 22, NEW YORK 


CO! MONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 


The Commonwealth Professional Engineering Organization 


Whether in general operations, financing, engineer- 
ing or other business matters, the consulting and 
advisory services of Commonwealth can be of mate- 
rial assistance. 

These services are integrated with the plans 
and policies of client management in accomplish- 
ing the desired objectives. Commonwealth experi- 
ence is built on work covering many states and 
companies, in operations varying from a few em- 
ployees to thousands, and in projects from a few 
dollars to many millions. 

Commonwealth is an independent organization 
built on a business record of 50 years, and wholly 
owned by officers and employees. 

Let our booklet tell you more. 
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GAS OPERATIONS 
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BUSINESS DEVELOPMENT 
INDUSTRIAL RELATIONS 
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STOCK TRANSFER 
PROXY SOLICITATIONS 
GENERAL CONSULTATION 
ENGINEERING— 
CONSULTING AND DESIGN 











THE MAN WHO HAS TO KNOW, 
R. H. PORTER, SUBSTATION FOREMAN 
VES WHY... 


DEPENDABILITY pays dividends 
for Appalachian Power's 


investment in General Electric 
Voltage Regulators 


“We anticipate over 25 years’ dependable 
service from our new G-E ML-32 step 
regulators installed in the last few 
months. The first modern step voltage 
regulator* ever built has been operating 
in our Roanoke District since 1932. It 
didn’t need major maintenance until 
1956.” 

Dependability means most reliable 
operation with least-possible mainte- 
nance. This is one reason why more G-E 
regulators are in use today than any 
other make. G-E tap changer samples 
are continuously being life-tested to as- 


* A G-E automatic step-type voltage regulator in- 
stalled in the fall of 1932 on the Roanoke-Fincastle 
rural distribution line of the Appalachian Power 
Company near Roanoke, Va. 


sure you of over 25 years’ normal serv- 
ice. This long-term extra value is yours 
through investment in G-E regulators. 


G-E REGULATORS COST LESS ON THE 
LINE because you get continuing extra 
dividends . . . from G-E DEPENDABILITY 
—absolute minimum maintenance; in 
G-E SERVICE—routine or emergency; 
from G-E RESEARCH—superior regulat- 
ing equipment. Result: Extra Values = 
EXTRA PROFIT. 


Only General Electric returns so much 
for your regulator investment. Ask your 
General Electric regulator representa- 
tive to show you how. General Electric 
Co., Schenectady 5, New York. 
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few 1958 CONVENTION 


AT PHOENIX, ARIZONA 
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AND UTILITIES COMMISSIONERS 











THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad T 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case i 
for Repeal of the Excise Taxes on Transportation and Communications", and "The — 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 


Confe 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 


volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more 
Class C — 100 pages | Texa 
Accounts for utilities having annual water operating revenues of $50,000 or more and ton | 
less than $250,000 : Poe 
Ciass D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
Ss NUNN NINOS eo ease died ca Saad taawowc eo Sélewae dias 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
SD ES A TE NS PON TROD oir soos soa os Son eosS Geena See ise eu aeewadere : 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Cha 
so-called Phoenix Plan changes ............. 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Letter Symbols for Mathematics of Depreciation 
1948—Half Cycle Methods of Estimating Service Life 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) ... . Insti 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to neer. 
Book Cost Retired for Electric, Gas and Telephone Companies) i — 


(When remittance accompanies order, we pay forwarding charges) N. J 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. ©. BOX 684 WASHINGTON 4, D. C. | 
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Thursday—26 


Sales 
New 


Vattonal 
Confe) nce 


Orleans, La. 


Wiring 
begins, 


Friday—27 


California Municipal Util- 

ittes Association ends four- 

day annual conference, 
Berkeley, Cal. 


Saturday—28 


National 
Broadcasters will hold an- 
nual convention, Chicago, 
Ill. Mar. 15-18. Advance 


notice. 


Association of 


MARCH 


Sunday—1 


Southern Safety Confer- 
ence begins, Asheville, N.C. 








RY 26, |f 


Monday—2 
Texas Telephone Associa- 


tion begins annual conven- 
tion, San Antonio, Tex. 


g 


Tuesday—3 


Kentucky Telephone Asso- 
ctation begins annual con- 
vention, Lexington, Ky. 


Wednesday—4 


National Lighting Exposi- 
tion ends, New York, N. Y. 


Thursday—5 


Southern Gas Association 
begins transmission man- 
agement and distribution 
management conferences, 
New Orleans, La. 





*riday—6 


Natio, :1 Association of 
Corre ‘om Engineers will 
hold —-ceting, Chicago, IIl. 
Mar. -20. Advance notice. 


Saturday—7 


American Water Works 
Association, New England 
Section, will hold meeting, 
Boston, Mass. Mar. 19. 
Advance notice. 





Sunday—8 


New England Gas Associa- 

tion will hold annual meet- 

ing, Boston, Mass. Mar. 
19, 20. Advance notice. 


Monday—9 


Mid-West Gas Association 

begins annual meeting and 

convention, Des Moines, 
Towa. 


@ 





1esday—10 


Insti of Radio Engi- 

neers vill hold national 

conve ion, New York, 

N.Y. far. 23-26. Advance 
notice, 





Wednesday—11 


American Water Works 

Association, Illinois Sec- 

tion, begins annual. meet- 
ing, Chicago, IIl. 





Thursday—12 


Oklahoma Utilities Assoct- 

ation will hold annual con- 

vention, Tulsa, Okla. Mar. 
26, 27. Advance notice. 





Friday—13 


Gas Appliance Manufac- 

turers Association will hold 

annual meeting, Bal Har- 

bour, Fla. Apr. 1-3. Ad- 
vance notice. 
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Courtesy, American Telephone and Telegraph Company 


Trouble Prevention 


Pressure of dry compressed air in a telephone cable is measured to detect leaks 
that might lead to rainy day troubles if not repaired, 
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Big Government and Your Tax Dollars 


By the Honorable EDWARD MARTIN* 


FORMER U. S. SENATOR FROM PENNSYLVANIA 


Both as a lawyer and as a public servant, this author has been much con- 


cerned with the trend of big government and government spending, espe- 
cially in the field of electric power. The current session of the 86th Congress 
is almost certain to consider proposed legislation to free the Tennessee Valley 
Authority from congressional purse-string control by permitting it to finance 
its own expansion. There is also the possibility that the present geographical 
service area of TVA may be expanded. This article, therefore, is a very 


HAVE just completed twelve years as 
United States Senator from the state 
of Pennsylvania. A lawyer, I have been 

active in my profession and in public life 

for half a century. In my native state of 

Pennsylvania, I have held various public 

offices, including the governorship. 

My first term in the United States 
Senate started in 1947; I called it a day in 
1955 when I decided not to stand for re- 
election. My term ended officially on Janu- 
ary 2, 1959, 





*For additional personal note, see “Pages with 
the Editors.” 





timely analysis of a problem which affects every taxpayer in the nation. 





My experience in public service, espe- 
cially in Washington during a period of 
rapid industrial and governmental expan- 
sion, has been rewarding. It certainly has 
been educational. It also has raised many 
questions in my mind as to the wisdom of 
some of the steps taken by our national 
government, especially those resulting in 
continuing growth of huge federal budg- 
ets, the mounting burden of taxes, and 
continuation of inflationary trends. 


- paeagpe seems to have lost control 
of the nation’s purse strings, and 
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to be little inclined to do anything about 
it. Deficit financing, in good times or bad, 
is accepted. An overwhelming driving 
force tending toward even greater con- 
centration of power in Washington con- 
tinues because of indifference of the ma- 
jority of citizens to having their lives 
regulated, subsidized, and otherwise im- 
posed upon. Changes in national policies 
are bringing about a revolutionary trans- 
formation in our system of government. 

The result finds expression in mounting 
debt and an almost unbearable burden of 
individual and corporate taxes to support 
it. Let us look at a few figures. In 1930, 
federal taxes totaled $3.6 billion; by 1958 
they were 22 times as much. In 1930, the 
federal debt was $16 billion; in mid-1959 
it will total over $283 billion. With an 
estimated federal deficit of $12 billion for 
fiscal 1959, the federal statutory debt limit 
will probably have to be raised to upwards 
of $290 billion. The seriousness of this 
rising debt becomes apparent when it is 
realized that in 1958, for the first time in 
our history, Congress was twice forced to 
raise the statutory debt limit. One un- 
avoidable result will be to set loose further 
inflationary pressures and erosion of dol- 
lar values—paid for out of every man’s 
pocket. 


N the Senate, I have served on the Fi- 

nance, Public Works, and Appropri- 
ations committees. From this front seat 
one can observe the way in which govern- 
ment has, step by step, been pushed into 
expensive and far-reaching programs. 
These, in many cases, take over the re- 
sponsibility of private business, with 
ventures costly to every taxpayer. 

The people of this country have not 
been adequately informed as to the extent 
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of these programs, the methods used to 
justify them, and their impact on our citi- 
zens as taxpayers. There is great need for 
public understanding of the inevitable 
consequences if federal budgets of vast 
proportion continue to be forced further 
out of balance by national policies and leg- 
islative proposals promoting unnecessary 
or extravagant expansion of federal ac- 
tivities. This applies to the majority of the 
many undertakings in which government 
participates, especially to what is going on 
in the development of our natural re- 
sources. Some of them are downright in- 
jurious to important segments of our peo- 


ple. 


Taxpayers Forced to Finance Big 
Federal Businesses 

7” recent years, taxpayers have, by rea- 

son of the action of Congress, been 
forced into becoming big investors in a 
large number of business undertakings. 
They have no voice in the conduct of these 
businesses. The only protection they have 
in preserving their stake in these projects 
is through congressional control by the 
Congress of the federal agencies involved, 
and I have been surprised and deeply con- 
cerned over the willingness of some of our 
legislators to forego their responsibility to 
safeguard the interests of the taxpayers 
who have made these projects possible. 

What has been going on is that we have 
been steadily following policies patterned 
after socialistic concepts. The people of 
this country, when asked by the opinion 
survey interviewers, say they do not want 
socialization of their institutions. Never- 
theless, such a change is taking place 
slowly and relentlessly, without the voters 
ever having a chance to approve or dis- 
approve. 
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Federal Competition Inequitable 

6 bes need for congressional supervision 

of the commercial activities of the 
government is especially urgent because 
the sovereign state never competes with 
its citizens on equal terms. It arrogates to 
itself special privileges which make it an 
invincible competitor in any field it may 
choose to enter. Federal undertakings pay 
no federal income taxes, and little or no 
state and local taxes. They obtain their 
capital needs without going to the free 
money market, at far less cost than is pos- 
sible for ordinary business concerns. Many 
of them can allocate parts of the total cost 
to so-called nonreimbursable purposes, 
which simply means that the taxpayers as 
a whole pay the bill, and not the benefici- 
aries of the purpose. They are free of the 
need to make both ends meet, for the tax- 
payers pay all deficits. 

Obviously, the government’s commer- 
cial undertakings, unless closely con- 
trolled, can drive private enterprise out of 
business. 


Background of TVA 
gait the federal agency which has 
had the most attention is the Tennes- 
see Valley Authority. I shall use it as an 
illustration. 


TVA is the largest single business un- 
dertaking of the federal government; it 
has cost to date over $2 billion. 

Financed by federal taxpayers all over 
the nation, it concerns everyone. 

The largest integrated power system in 
this country, it also owns and operates a 
substantial fertilizer and chemical busi- 
ness, a flood-control and navigation sys- 
tem, extensive recreation facilities, and 
carries on considerable conservation and 
area development work. 

Because of recent attempts to change 
TVA’s relationship to the federal govern- 
ment, I have studied with considerable 
care and brought up to date the informa- 
tion available on its composition, opera- 
tions, and future needs. 

Stated purposes of the Tennessee Valley 
Authority Act of 1933 were to improve 
the navigability and to provide for the 
flood control of the Tennessee river, to 
create a corporation to operate the govern- 
ment properties at or near Muscle Shoals, 
and to provide for the agricultural and 
industrial development of the Tennessee 
valley. 


, ! ‘VA started off with the government 
hydro and steam stations at Muscle 
Shoals which had been built during 


= 


"THERE is serious doubt that TVA had the constitutional right to build 
steam-electric stations for commercial purposes. This question has 
never been resolved. Under the procedure that obtains in our courts 
today, it would take a resolution by the Congress to get the matter 
before a federal court. Such a resolution was introduced but was 
voted down, It is unfortunate that the necessary legislation failed to 
pass, for it might have resolved a broader constitutional question 
that remains unanswered to this day. That question is whether TVA 
(or any other federal body for that matter) has the constitutional 
right to engage in a business undertaking such as furnishing electric 
power and, in so doing, to assume the responsibility for serving in 
perpetuity the power needs of a particular area." 
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World War I to make nitrates for ex- 
plosives. It acquired some steam and hydro 
power plants by purchase. A steam-electric 
station was built during World War II as 
a defense measure and it became part of 
the TVA power system. 

Starting with Norris hydroelectric sta- 
tion, TVA proceeded to build a series of 
multipurpose and single-purpose dams 
which, in many instances, combined 
power, navigation, and flood control in 
single structures. 

The authority made a trade with the 
Aluminum Company of America and 
added the capacity of the Little Tennessee 
hydros to its system. It uses this power 
and energy, together with the storage 
capacity of the Aluminum Company’s 
dams, to carry its own load. In turn, equiv- 
alent energy is provided, at high load 
factor, to the Aluminum Company. 


Agency’s Goals Attained in 1948 

B* 1948, all of the primary purposes 

for which TVA was established had 
been accomplished—navigation had been 
provided over the entire course of the Ten- 
nessee river from Knoxville to the river’s 
mouth; all the major dam and reservoir 
sites had been developed and the maximum 
degree of flood control achieved; sub- 
stantial agricultural and industrial devel- 
opment had taken place and the federal 
government had located certain of its 
more important atomic energy projects in 
the TVA area. 

This was the picture just about one year 
after my first term started. At that time, 
as of June 30, 1948, the taxpayers had 
put up some $910 million for this vast 
program. Of this sum, about half was in 
electric power assets, leaving $460 million 
as the cost of all its other operations. 
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TVA was at a turning point. It had 
some steam plants that had been built for 
national defense, and it acquired some 
others in the course of buying up existing 
utilities. But it had not built any steam- 
electric stations primarily for its own use. 


Starts Building Steam-electric Plants 
HERE is serious doubt that TVA had 
the constitutional right to build 

steam-electric stations for commercial 
purposes. This question has never been 
resolved. Under the procedure that obtains 
in our courts today, it would take a reso- 
lution by the Congress to get the matter 
before a federal court. Such a resolution 
was introduced but was voted down. It is 
unfortunate that the necessary legislation 
failed to pass, for it might have resolved 
a broader constitutional question that re- 
mains unanswered to this day. That ques- 
tion is whether TVA (or any other fed- 
eral body for that matter) has the consti- 
tutional right to engage in a business un- 
dertaking such as furnishing electric 
power and, in so doing, to assume the 
responsibility for serving in perpetuity the 
power needs of a particular area. 

TVA resolved these doubts by going 
ahead anyhow with a new commercial 
steam-electric plant at Johnsonville, and 
has since built a large number of similar 
plants. Today it is predominately a steam- 
electric power system. 

The original attempt, made in 1947 to 
appropriate money to start construction of 
the Johnsonville plant, failed. In 1948 the 
measure passed. At the time, I felt TVA 
had completed its task, assigned under the 
act creating it, and there were better ways 
available by which area power needs could 
be met without further major expendi- 
tures of tax funds. 
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One would have been by requiring TVA 
co free local municipalities from the strin- 
gent provisions of its “sole supplier” 
clause, thus enabling municipalities to use 
their own financial resources to meet their 
future power needs by building their own 
facilities. 


S Sve practicability of this plan has 

been proved just recently. The city 
of Memphis is now completing a large 
power plant and announces it will supply 
all the present and future needs of its citi- 
zens. 

If this plan had been followed ten 
years ago there would be no TVA prob- 
lem today. 

Like many federal activities, TVA was 
determined to expand beyond its stated 
purposes. It went ahead with more and 
bigger steam plants. It added a few minor 
hydros, and put in additional units at some 
of its existing dams. 


TVA's Need for Expansion 
Questionable 


me the hearings before the House Com- 

mittee on Public Works, testimony based 
on TVA's reports to the Federal Power Com- 
mission and on AEC data, was presented that 
indicated no urgent need for additional power 
at this time. TVA's own records of its sales to 
the federal agencies prove that the defense 
agencies have leveled off as predicted and 
therefore they are not to be considered an 
important factor in future growth of TVA's 
power business. It is obvious the extent of 
TVA's future need for additional power facili- 
ties has been vastly overstated." 


Territorial Limits Violated 

URING the war, the Army Engineers 
started to build some multipurpose 
projects in the Cumberland basin. The first 
unit of the first station went into service 
in 1948; units have been added ever since. 
TVA purchases the entire power output 
of these dams and directs their operation 
for its own purposes. Appropriations to 
date for these projects exceed $220 mil- 
lion. While this amount is not included 
in TVA’s accounts, it nevertheless repre- 
sents a substantial part of the total contri- 
bution which the taxpayers have made to 

this federally supported power business. 
In pushing ahead in this way, TVA 
bridged another serious constitutional 
question. For a long time TVA itself be- 
lieved it had no right to build plants out- 
side of the Tennessee valley. But it went 
ahead anyhow and did so, and by default 
this territorial limitation was overridden. 
TVA never accepted the idea it might also 
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have a service area limitation. It has ex- 
panded far beyond the Tennessee river 
basin, until today half its area is outside 
the Tennessee valley. 

With territorial limitation as to con- 
struction of power plants eliminated by 
default and no finite geographical area, 
TVA today is in the position of being able 
to continue to reach out at will into areas 
adequately served, limited only by its abil- 
ity to get money for construction. 


The result of this enlargement of its 
activities shows a striking change over the 
situation of only ten years ago. As of June 
30, 1958, the net appropriations, transfers 
of property, and retained earnings appli- 
cable to TVA totaled slightly over $2,250 
million. Of this amount, a little over one- 
half billion dollars was in its operations 
other than power—not much more than 


there was in 1948. The big change was in 
the power assets—about $1.7 billion— 
nearly quadrupled in a decade. 


Attempt to Muzzle TVA Critics 

O= of the serious aspects hampering 

sane discussion of the TVA prob- 
lem has been the frantic efforts of some of 
its supporters to muzzle discussion of is- 
sues raised by federal intrusion in the 
electric power business through the time- 
honored, normal way of paid advertise- 
ments. 

They have succeeded in invoking a new 
interpretation of the Internal Revenue 
Service regulation that money spent for 
advertising, “for lobbying purposes, for 
the promotion or defeat of legislation, or 
for the development or exploitation of 
propaganda” cannot be considered “ordi- 
nary and reasonable expenses” deductible 
for tax purposes. 
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The Saturday Evening Post editorially 
on June 21, 1958, exposed what has been 
taking place by posing the question, 
“Should the Power to Tax Include the 
Right to Censor Advertising?” The Post 
pointed out that for many years the na- 
tion’s independent electric power com- 
panies had, through advertising, promoted 
wider use of electric power and supported 
the thesis that investor-owned utility com- 
panies, as compared with government- 
owned plants supported by the taxpayers, 
should provide electric service. If stating 
the advantage of being served by a tax- 
paying company in this fashion consti- 
tuted “propaganda,” it certainly repre- 
sented an attitude thoroughly acceptable 
to millions of Americans, observed the 
magazine. 

In contrast to the mild and general ad- 
vertisements which evoked the ruling of 
the Internal Revenue Service, proponents 
of TVA have gone to great lengths in 
distribution of propaganda directly favor- 
ing legislation under consideration by the 
Congress. Illustrative of these efforts was 
the appearance on August 5, 1958, of a 
full-page advertisement in The Washing- 
ton Post and Times Herald, urging favor- 
able action on legislation affecting TVA, 
which at that very moment was before the 
Congress. 


Need for More Power Doubted 
oe serious aspect that tends to 
prevent objective consideration of 
the TVA problem is the difficulty of ob- 
taining accurate vital information. An air 
of urgent need for vastly more power 
facilities runs through all TVA statements 
and those of its proponents. This “need” 
simply is not borne out by the facts. 
The claim is made that the power use 
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in the TVA area is growing at the rate 
of 750,000 to 800,000 kilowatts a year. 
TVA’s postwar expansion came first from 
an unprecedented past increase in power 
use by the Atomic Energy Commission 
and, second, from increase in power use 
by other customers. AEC has announced 
its use of TVA power would be curtailed. 
Further, it says no large increase in power 
needs is foreseen. The record shows 
TVA’s total load rose from a peak of 2.1 
million kilowatts in fiscal 1948 to 9.4 mil- 
lion in 1958. This is a total gain of 7.3 
million kilowatts. Included in these fig- 
ures, however, is an AEC rise of 3.5 mil- 
lion kilowatts, so that the increase from 
all other TVA power users comes to just 
3.8 million kilowatts—an average yearly 
increase rate of 380,000 kilowatts and 
about half the amount of the load growth 


claimed. 
- the hearings before the House Com- 
mittee on Public Works, testimony 
based on TVA’s reports to the Federal 
Power Commission and on AEC data, 
was presented that indicated no urgent 
need for additional power at this time. 
TVA’s own records of its sales to the 
federal agencies prove that the defense 
agencies have leveled off as predicted and 
therefore they are not to be considered an 


e 


important factor in future growth of 
TVA’s power business. It is obvious the 
extent of TVA’s future need for addi- 
tional power facilities has been vastly 
overstated. 

The February, 1958, peak demand of 
the TVA load, including a large amount 
that can be interrupted, was 9.4 million 
kilowatts. TVA’s power resources were 
about 10.9 million kilowatts at that time, 
which represented a margin of 1.5 million 
kilowatts, or nearly 16 per cent. 

Scheduled additional capacity will raise 
TVA’s power-generating potential by the 
end of 1960 to 13.4 million kilowatts. 
What this means is that by 1960, after 
due allowance for outages, there will be 
available in 1959 and 1960, additional 
power generation facilities sufficient to 
take care of better than three million kilo- 
watts of actual new customer loads— 
probably enough to take care of five years’ 
development throughout the TVA area. 


_ has stated repeatedly that it needs 
to sell revenue bonds to finance 
its immediate needs for expanding its 
power facilities. There seems to be some 
question as to the accuracy of these state- 
ments. 

At the end of the fiscal year 1958, 
TVA admitted to having $66 million of 


“THE need for congressional supervision of the commercial activities 
of the government is especially urgent because the sovereign state 
never competes with its citizens on equal terms. It arrogates to itself 
special privileges which make it an invincible competitor in any field 
it may choose to enter. Federal undertakings pay no federal income 
taxes, and little or no state and local taxes. They obtain their capital 
needs without going to the free money market, at far less cost than 
is possible for ordinary business concerns. Many of them can allocate 
parts of the total cost to so-called nonreimbursable purposes, which 
simply means that the taxpayers as a whole pay the bill, and not the 
banileiaries of the purpose. They are free of the need to make both 
ends meet, for the taxpayers pay all deficits." 
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cash on hand. In the next three fiscal years 
it should generate at least $300 million 
out of its business. Thus the available 
money for construction and repayments 
under the law would be about $366 mil- 
lion. TVA admits that it needs only $171 
million to complete the power work au- 
thorized and under construction. The 
money supply seems abundant to meet con- 
struction needs and repayment obligations. 


Deceptive Tax Payment Publicity 


VA publicity has certainly attempted 

to convey the impression that it pays 
adequate amounts in taxes to state and 
local bodies. 

Here again the facts are otherwise. 
Actually, TVA pays no state and local 
taxes in the places it does power business. 
Instead, it makes a token payment “‘in lieu 
of” such taxes, using an out-of-date for- 
mula which takes account of its power re- 
ceipts but excludes entirely the income 
from power sold to the federal govern- 
ment. By this exclusion device, the tax-pay- 
ing citizens of Tennessee and other places 
where TVA does business are being short- 
changed. It illustrates, too, how the over- 
riding force of the federal government 
can exert a harmful and unreasonable in- 
fluence. 

But, in fairness, let me say that 
when this tax treatment was first worked 
out it did not make much difference, per- 
haps, to the people of Tennessee and their 
neighbors. TVA’s power sales to the fed- 
eral government then were only a small 
fraction of the total business. So their 
exclusion from the tax determination was 
insignificant. But today, with the federal 
agencies taking 51 per cent of TVA’s 
energy sales, the situation is very differ- 
ent. The result is tax bodies of the Tennes- 
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see region are sustaining a substantial loss 
year after year. 


' HAVE made some estimates of what this 
loss might be. If TVA were to pay 
state and local taxes under the formula 
presently in use but on all its business, 
including that which it does with the fed- 
eral government, it would have paid some 
$11.7 million. This is in sharp contrast to 
the $5.3 million it reported for fiscal 1958. 
Further investigation, however, indi- 
cates that even if this formula, set about 
twenty years ago, is extended to include 
all TVA’s power business, the resulting 
amount would be far short of sums actu- 
ally being paid today by utilities of com- 
parable size. Compiling the amount of 
such taxes for TVA’s neighbor companies 
(with total net plant accounts about equal 
to TVA’s), I find these neighboring utili- 
ties paid over $36 million in taxes other 
than federal income taxes—benefits prop- 
erly belonging to local tax bodies which 
under TVA they are not now realizing. 
This loss goes on and on each year, to the 
detriment of local tax-supported func- 
tions, such as schools and other services. 


N” long ago, at the direction of the 

general assembly of Tennessee, 2 
thorough survey was made of the state’s 
school needs to provide for sound plan- 
ning for future educational needs and to 
serve as a basis for legislative recommen- 
dations to the 1959 general assembly. The 
survey recommended increases of $29 mil- 
lion as needed in the public school operat- 
ing expenses for the 1959-60 fiscal year, 
$25 million going for teachers’ salaries. 
How helpful would be these additional 
taxes, which could be obtained if proper 
amounts were paid by TVA, in meeting 
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the financial problems faced by the people 
of the Terinessee area. Equitable recogni- 
tion by TVA of its local tax responsibili- 
ties would go a long way to solve this 
problem. 

Congressional representatives of Ten- 
nessee have always been most solicitous in 
behalf of their constituents on the subject 
of TVA. And so I find their evident fail- 
ure to demand just and reasonable local 
tax payments from TVA to be strange 
indeed. 


Escapes Big Federal Taxes 
VA’s tax deficiency becomes even 
more pronounced when one looks at 
the federal income tax that TVA escapes, 
again in contrast to its tax-paying neigh- 
boring utilities. Equity in relations with 
government is an entitlement of every citi- 


zen. Taxes become part of the price of 
all goods and services, paid by the cus- 
tomer. Equitable tax treatment of the 
users of power demands they should not 
in one instance escape completely from 
bearing their fair share of costs of gov- 
ernment in the rates paid while others 
have such burden imposed. Again looking 
at the tax-paying utility companies ad- 
jacent and comparable to TVA as a means 
of measuring TVA’s tax deficiency, I have 
found this “loss” to be over $47 million 
a year. 

A distinct impression is given by fed- 
eral power proponents that power reve- 
nues of TVA are paying all of TVA’s 
expenses, and a profit besides. The facts 
are that TVA’s other operations—naviga- 
tion, flood control, and fertilizer business 
—are operated at a heavy loss. TVA’s 


Costly Federal Activities Usurp Business Responsibilities 


JINN the Senate, | have served on the Finance, Public Works, and 

Appropriations committees. From this front seat one can observe 
the way in which government has, step by step, been pushed into 
expensive and far-reaching programs. These, in many cases, take over 
the responsibility of private business, with ventures costly to every 


taxpayer. 

"The people of this country have not been 
adequately informed as to the extent of these 
programs, the methods used to justify them, 
and their impact on our citizens as taxpayers. 
There is great need for public understanding 
of the inevitable consequences if federal 
budgets of vast proportion continue to be 
forced further out of balance by national poli- 
cies and legislative proposals promoting un- 
necessary or extravagant expansion of federal 
activities. This applies to the majority of the 
many undertakings in which government par- 
ticipates, especially to what is going on in the 
development of our natural resources. Some of 
them are downright injurious to important seg- 
ments of our people.” 
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financial statements for the fiscal year 
1958 show the losses after operating ex- 
penses and depreciation totaled over $186 
million. These, of course, did not include 
the cost of money to the federal govern- 
ment or any payments in lieu of taxes at 
the federal, state, and local levels. Nearly 
one-fifth of TVA’s assets are in under- 
takings operating at an admitted loss. 


TVA Earnings Distorted 
VA has said again and again that it 
has been earning 4 per cent on its net 
plant, and its latest report shows total net 
earnings from power operations to June 
30, 1958, of $468,412,305. 

Under law, TVA is required to make 
certain payments into the Treasury of the 
United States from its net power pro- 
ceeds. Up to June 30, 1958, these pay- 
ments, in respect to power operations, had 
totaled $250,131,519. 

Although the 1948 act calls for repay- 
ments to be made out of net income, TVA 
does not indicate this on its books of ac- 
count. Obviously, the same money cannot 
be used for both purposes. If the transac- 
tion had been handled as the act provides, 
TVA’s return over the years is in reality 
only about 1.85 per cent, which is less than 
the 2 per cent interest rate claimed by 
TVA supporters to be proper. 

The claim is sometimes made that these 
same net earnings are the equivalent of 
federal income taxes. It is also claimed at 
other times in repetition that the net earn- 
ings constitute a return on investment, 
that they represent amortization, or that 
they serve as interest on the taxpayers’ 
investment. It is obvious that this cannot 
be so for they are wholly inadequate for 
all these purposes. 

One frequently hears assertions that 
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“TVA is fully self-supporting.” These 
claims are not true. Clear-cut unbiased 
factual information on this important 
phase of TVA’s operations is badly 
needed. 


Unfair Contender for Industry 
I COULD not conclude my observations 
about TVA without considering it in 
perspective to the people of Pennsylvania; 
what I have to say in this regard applies 
also with great force elsewhere in other 
states. 

For a number of years, a large sec- 
tion of Pennsylvania has been beset by the 
decline in the coal industry, plaguing our 
commonwealth’s mining areas and forcing 
hardship on its communities. The people 
in these hard-hit areas have been making 
strenuous efforts to overcome this eco- 
nomic obstacle, trying in every way to 
work out their industrial salvation. They 
are devoting substantial sums in individual 
time and money to bring in new industrial 
establishments and to enlarge existing 
ones. 

But their problem is made difficult 
by the unfair and preferential treatment 
enjoyed by TVA when they are competing 
for location of new industry. 

The inequity of the situation is further 
compounded when it is realized that these 
same citizens have been forced into the 
position not only of meeting this unrea- 
sonable competition but also of helping to 
finance it. The people of Pennsylvania 
have contributed some $150 million of the 
more than $2,250 million that has been 
poured into TVA. What the people of 
other states have furnished is a matter of 
record and should be of concern to them 
and to their representatives in the Con- 
gress. 
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Never Submitted Long-range Plans 


i my twelve years in the Senate, I do not 
recall that TVA ever has presented to 
Congress a long-range construction pro- 
gram, outlining power plants and trans- 
mission lines it intends to build, justifying 
need for them, what they vill cost, and 
where the money will come from. 

Business finds such forecasts essential 
for proper conduct of its affairs. These 
programs are seldom less than five years 
in length; in some cases they look into the 
future as much as twenty-five years. TVA 
requests for money, and its plans, have 
been on a short-term basis only. The legis- 
lators have had no indication of the im- 
plications of the appropriation they are 
asked to approve. 


If the authority had fully informed 
Congress of its long-range plans, Con- 
gress would have had ample opportunity 
to study and approve them; the annual 
political battle over appropriations would 
have been avoided. TVA would have been 
removed from partisan politics to the re- 
lief of every taxpayer. 


Rive people of this country and their 

representatives are entitled to full in- 
formation as to future plans and prospects 
of the big business operations of their gov- 
ernment. Congress cannot do an intelligent 
job in framing new legislation unless it 
does have this vital information—it should 
not move until it gets it—and had ade- 
quate time to consider the data and their 
implications. 


Tighter Controls Needed 

HAT I have stated here does not mean 

I believe TVA should be done away 
with, TVA as it stands today has de- 
veloped far beyond expectations. In many 
respects, TVA has become quite a differ- 
ent undertaking than what was originally 
contemplated when the TVA Act was 
passed. We must give practical considera- 
tion to the facts as they presently exist and 
find a realistic solution to the problem of 
supplying the power needs of the TVA 
area in terms of adequate service to the 
people within the area; in terms of neces- 
sary facilities to provide such service; in 
terms of financing the required facilities 
by appropriate measures under congres- 
sional control; and, at the same time, in 
terms of full protection for the taxpayers 
of the country whose money is being used 
to finance TVA. 

There are many other federal com- 
mercial projects where the confusion and 
misunderstanding are as great. If weare to 
hold the line on inflation and control the 
size of future federal budgets, it is essen- 
tial that these enterprises be considered as 
they are, not as someone imagines them to 
be. Their full cost—past, present, and fu- 
ture—must be appraised in a realistic, fac- 
tual manner before any new legislation is 
adopted. 

Congress must retain and strengthen 
its control over government enterprises 
and see that they are operated soundly 
and fairly in the best interests of their 
owners, who are all of the people of the 
United States. 
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PART | 


Here are some persuasive facts and figures 
showing there is a direct relationship between 
the cost of electric service and what the cus- 
tomer thinks about electric utilities. Also, that 
leadership groups are strong forces in molding 
public opinion. A proven technique, called 
"Customer Bill Analysis," is given for counter- 
acting customer criticism. 


By ROBB M. WINSBOROUGH* 
VICE PRESIDENT, MIDDLE WEST SERVICE COMPANY 


OME electric company managements 
are taking a closer look at their pub- 
lic relations programs because of two 

disturbing things which they see: 


1. There is growing criticism of the 
cost of electric service. This criticism 
is becoming strong among the opinion- 
influencing segment of the company’s 
customers, Loss of good will in this 
opinion-influencing group is a serious 
public relations loss which may forecast 
other difficulties. 

2. Unless there is a reversal of infla- 
tionary forces, which seems unlikely, 
many companies will be forced to ask 
for further electric rate increases. Seri- 
ous public relations problems will be 
raised which will require specialized 
handling. 


In this article I shall deal with the in- 


*For additional personal note, see “Pages with 
the Editors.” 
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creasing criticism of cost of electric serv- 
ice among members of the influence group, 
the significance and public relations effect 
of this, and the implications of the trend. 
In Part II I plan to discuss the second 
point listed above. 


TF gpm people whose duties have re- 
quired them to closely follow munic- 
ipal and government ownership fights 
have known for years that there is an im- 
portant relationship between the attitude 
of customers toward the cost of electric 
service and the way these people vote on 
government ownership. People who are 
critical of the cost of electric service tend 
to favor government ownership. People 
who are favorable toward the cost of elec- 
tric service tend to favor private owner- 
ship. 

If you make a public attitude survey in 
a town that is disturbed by agitation for 
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some form of government ownership, you 
will almost always find that the people 
who favor government ownership are 
more critical of the cost of electric service 
than those who are against government 
ownership. Sometimes the differences are 
so extreme that it is hard to believe the 
survey, but rechecks bring the same re- 
sults. 

You will sometimes find that the 
people who are favorable on the cost of 
electric service are in favor of company 
ownership by a ratio of 6 to 1 while the 
people who are critical of the cost of elec- 
tric service may favor government owner- 
ship by a ratio of 3 to 1. 


oo if you make a survey in a 
town that has not been disturbed 
by agitation for city or government own- 
ership, you find the same general relation- 
ship between attitude toward the cost of 
electric service and preference for private 
or government ownership. 

In such an undisturbed town, all people 
surveyed are on the same electric rate and 
they have not been recently influenced by 
propaganda. If you ask these people two 
questions, one about cost of electric serv- 
ice and one about attitude toward private 
or government ownership, you will find 
the same general relationship. Among the 
people who favor city or government own- 
ership the criticism of the cost of electric 
service will be higher than among the 
group of people who are opposed to city 
or government ownership. 

Results of this sort have been obtained 
in so many surveys in so many towns, both 
disturbed and quiet, that it is no longer a 
matter of anyone’s opinion as to whether 
this relationship exists or not. It exists, 
and its effect is powerful in determining 


the outcome of elections on private versus 
government ownership. 


What People Think Is Key Factor 


HE actual level of electric rates is not 

usually the controlling factor in these 
situations, The controlling factor is what 
the people think of the rate. What they 
think about reasonableness of the cost of 
electric service is far more important than 
the actual rate level. This is not to say that 
exceptionally high rates would not pro- 
voke trouble—they would. But within the 
normal range of electric rates in the 
United States today, the actual level of 
the rate has less to do with the attitude 
of the public toward the company than 
what the public thinks about the reason- 
ableness of the cost of service. 

One dramatic proof of this shows up 
repeatedly. There are several large com- 
panies which have uniform residential 
rates over quite large areas. Surveys in 
these areas repeatedly turn up wide varia- 
tions in criticism of the cost of electric 
service, although the rates are identical, 
Criticism may vary from as low as 5 per 
cent to as high as 60 per cent in different 
towns on the same rate. 

What people think about the cost of 
electric service is vital in determining the 
state of the company’s public relations. 


Influence Leaders Important 


cy" thing which influences how the 
public thinks about the cost of elec- 
tric service is the way the influence group 
thinks. This influence group is composed 
of the natural centers of leadership in the 
town, the individuals to whom others come 
for advice and information. In case of an 
election on government ownership, these 
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influence leaders will exert a very consid- 
erable effect upon the outcome because 
their normal followers will come to them 
for advice, or at least to discuss the mat- 
ter. Because of this, the attitude of the 
influence group can sometimes be critically 
important in determining the outcome. 

Very often, but not always, the influ- 
ence leader has somewhat more income 
than the people who come to him, or her, 
for advice and information. One effect of 
this is that the influence leader frequently 
has more electrical appliances than his fol- 
lowers, and has a larger electric bill. 

The way the influence leader feels about 
his electric bill will affect, if not deter- 
mine, his attitude for or against private 
ownership. If he is pleased with his cost 
of electric service, he will tend to favor 
private ownership. If he is displeased with 
his cost of electric service, he often tends 
to oppose private ownership. 

There are many other issues in any gov- 
ernment versus private ownership agita- 


4 


tion. All of them have some importance 
and several of them may be of large im- 
portance in any particular fight. But in all 
situations, the way the influence leaders 
feel about the cost of electric service will 
have an effect, favorable or unfavorable, 
on the company’s cause. 
be 
Disturbing Survey Results 

W: used to think, with some reason, 

I believe, that almost all of the peo- 
ple who used lots of electric service tended 
to be very good friends of the company. 
I believe this is still true for a great many 
of our biggest residential users, but there 
are disturbing signs that it is becoming 
less so. 

Central Surveys, Inc., of Shenandoah, 
Iowa, has collected a wealth of survey in- 
formation relating to this and allied public 
attitude subjects. One of the studies em- 
braces 754 families from whom the sur- 
veyors got (1) their opinion on the cost of 
electricity, favorable or unfavorable; (2) 


TABLE 1] 


PERCENTAGE OF RESIDENTIAL CUSTOMERS EXPRESSING CRITICISM 
OF COST OF ELECTRIC SERVICE GROUPED BY APPLIANCE 
OWNERSHIP AND SUBDIVIDED BY SIZE OF ELECTRIC BILL 


Customer Groups 
According to | 
Appliance Ownership 
Group 1—No major appliance and 
no 
Group 2—No major appliances but 
100% have TV 
Group 3—Have range only and 
84% have TV 


Group 4—Have air conditioner only 
and 91% have TV 

Group 5—Have water heater or dryer 
only and 94% have TV 

Group 6—Have two major appliances 
and 90% have TV 


Group 7—Have three or more major 
appliances and 90% have TV 
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Per Cent of Group 
Expressing 
Criticism of 

Electric Service 
Cost 


Size 

Of 

Bill 
$1 to $ 4 


Over $12 
$1 to $12 
Over $12 
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the customer’s estimate of his or her most 
recent electric bill; (3) use or nonuse of 
the the following appliances: ranges, wa- 
ter heaters, clothes dryers, air condition- 
ers, and television sets. 

The estimated electric bills reported by 
the customers showed a few that were 
obviously wrong when compared to ap- 
pliances owned, but the entire sample had 
a distribution of electric bills reasonably 
close to the actual bill distribution of the 
company. Some customers could not recall 
the amount of the bill, and no amount was 
assigned to them. There are undoubtedly 
some errors in some customers’ estimates 
of their bills, but even so, with these pos- 
sibilities of error, the overall result of this 
investigation is trustworthy and it is 
worth serious attention. 


i’ Table 1, page 302, the customers have 


been grouped according to the appli- 
ances owned, and then subdivided into 
subgroups by size of bill. For each size of 
bill subgroup, the tabulation shows the 
critical portion of the group. 

This table shows, in general, that as 
the size of the bill increases the amount of 
criticism tends to increase. There have 
been other studies which pointed to the 
same conclusion. One of the large com- 
panies in the past two years reported find- 
ing an almost direct relationship between 
annual kilowatt-hours used and critical 
attitude toward residential electric service 
costs. Table 2, this page, shows the rela- 
tion between annual kilowatt-hour usage 
and unfavorable attitude toward electric 
service cost in six operating areas of an- 
other large company. 

An additional study with the same im- 
port was supplied by Central Surveys, 


Inc., in preparation for a panel discussion 
at the Electric Company Public Informa- 
tion Program (PIP) Workshop, held in 
Minneapolis on October 2, 1958. Table 3, 
page 305, shows the relationship between 
size of electric bill and critical attitude 
toward cost of electric service in three 
different companies. 


| ee of these three studies points to- 

ward the same general conclusion: 
There is a fairly direct relationship be- 
tween increasing size of electric bill and 
increasing amount of criticism of the cost 
of electric service. 

Table 1 contains another implication of 
serious interest. Close examination of this 
table shows that the size of the bill about 
which the customers do not complain ex- 
cessively increases with the number of ap- 
pliances owned. The most obvious expla- 
nation of this would seem to be that these 
customers realize they are making wide 
use of electric service and hence a some- 
what larger bill is not unreasonable and 
therefore not objectionable. This explana- 
tion runs into trouble when the bill be- 
comes so large as to seem unreasonable to 
the customer. Table 1 clearly shows this 
effect. Customers with many appliances 
begin to be critical of the cost of electric 


* 


TABLE 2 


Relation of Annual Residential Kilowatt-hour 
Usage and Unfavorable Attitude toward Cost of 
Residential Electric Service 

Average 
Annual 
Operating Residential 
Area KWH Usage 
2,351 
3,124 
3,743 


4,159 
4,823 
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Attitude 
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How "Customer Bill Analysis" Works 


= is a tested and documented procedure which 
does counteract the increasing criticism of cost of elec- 
tric service. At the same time, the procedure changes 
attitudes on government ownership and makes customers 
more favorable to private ownership. 





"This technique is known as ‘Customer Bill Analysis.’ It 
consists of training a suitable number of employees, either 
regular or special, and sending them out to talk to customers 
at length about the customer's own electric bill. In the con- 
versation the employee shows the customer how the electric 
bill can be reduced to the cost per day. The employee then 
also shows the customer how many ways the customer uses 
electric service. When the customer realizes the full extent 
of his use of electricity and sees the modest daily cost, the 
usual reaction is one of astonishment. The effect, in almost 
every case, is to eliminate the feeling that electricity costs 
too much." 





it here. The central finding is well docu- 
mented: there is a close and important 
relationship between the size of the elec- 
tric bill and the attitude of the customer 
toward reasonableness of the cost of elec- 
tric service. The higher the bill, the more 
likely for the customer to be critical. 
Because the influence group in any town 
contains so many people of more than 
average income, this influence group also 
contains more than average proportions of 
high electric bills. It is this fact that is 
causing influence groups in some towns 
to become increasingly critical of the pri- 


service when the bill gets much over $7 
or $8. 

One other possible explanation of this 
fact is the relationship which the electric 
bill bears to the average monthly family 
income. We do not now have, or at least 
I am not acquainted with, any data which 
show the relation between monthly family 
income, size of electric bill, and per cent 
of criticism of the cost of electric service. 
Collection of this sort of data might be 
of great value in helping us to see more 
clearly the difficulties we shall face in con- 
tinuously increasing the average size of 


residential electric bills. 


Criticism Mounts as Bill Rises 


A GREAT deal more data might be pre- 

sented to reinforce the meaning of 
the three previous tables, but it does not 
seem necessary to use additional space for 
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vately owned electric companies, and to 
become more susceptible to the propa- 
ganda claims of the co-op and government 
ownership advocates. 

In the face of this situation, is there 
anything the electric company can do, 
practically, to change the trend of increas- 
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TABLE 3 


RELATIONSHIP BETWEEN SIZE OF ELECTRIC BILL AND PER CENT 
OF CUSTOMERS EXPRESSING CRITICISM OF COST OF 
ELECTRIC SERVICE 


Per Cent Critical of Electric Service Cost 
— 


Size of Bill 
Bills $5 or Less 
Bills $6 to $10 
Bills $11 to $15 
Bills over $15 


Company 
B 
10% 
16 
32 
48 


12%* 
26 
27 


*Bills for $10 or less. Company C did not have $5 or less breakdown. 


ing criticism of electric rates and the ac- 
companying increase in susceptibility to 
government ownership propaganda? 

Fortunately, the answer is a resounding 
“YES.” 


Customer Bill Analysis Helpful 

HERE is a tested and documented pro- 

cedure which does counteract the 
increasing criticism of cost of electric 
service. At the same time, the procedure 
changes attitudes on government owner- 
ship and makes customers more favorable 
to private ownership. 

This technique is known as “Customer 
Bill Analysis.” It consists of training a 
suitable number of employees, either reg- 
ular or special, and sending them out to 
talk to customers at length about the cus- 
tomer’s own electric bill. In the conversa- 
tion the employee shows the customer how 
the electric bill can be reduced to the cost 


e 


& 


per day. The employee then also shows 
the customer how many ways the cus- 
tomer uses electric service. When the cus- 
tomer realizes the full extent of his use 
of electricity and sees the modest daily 
cost, the usual reaction is one of astonish- 
ment. The effect, in almost every case, is 
to eliminate the feeling that electricity 
costs too much. 


r is difficult for utility executives who 

have not seen the results of this activity 
firsthand to believe in it very strongly. 
On the other hand, it is hard to overstate 
the satisfaction which utility executives 
feel when they see this process applied in 
one of their own troubled spots and find 
out for themselves the enormous improve- 
ment in public attitude which results from 
it. Not only does the process reduce the 
complaint about cost of electric service. 
It does much more: If it is accompanied 


TABLE 4 


ATTITUDE OF THE PUBLIC ON MUNICIPAL OWNERSHIP 
SHOWING THE SENTIMENT BEFORE AND AFTER A BILL 
ANALYSIS PROGRAM. TWO SEPARATE CASES ARE SHOWN. 


Attitude of the Public 


Favorable to the Company 
Unfavorable to the Company 


Favorable to the Company 
Unfavorable to the Company 


Before Bill 


After Bill 
Analysis 1 


Analysts 


57.7% 
42.3 


75.0% 
25.0 
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with the proper explanation of antigov- 
ernment ownership arguments, it switches 
people from supporting government own- 
ership to opposing it. 


4, page 305, shows the before- 

and-after results of bill analysis pro- 
grams in two serious cases of threatened 
municipal ownership. In both of these 
cases the municipal ownership fight was 
further complicated by closeness to a large 
federal hydroelectric power system and 
the promise of available government pow- 
er for municipal distribution. In one case 
the election was avoided and in the other 
case the company won the election. 

Data are available on additional situa- 
tions in which similar results were ob- 
tained. The figures vary but the general 
effect is always in the same direction. 
Personal calls on customers, with proper 
explanation of their bills, do more to im- 
prove unfavorable attitudes than anything 
else we know about. They do it faster, 
more positively, and with less inflamma- 
tory side effects than any other method 
available to us. 

Cost is always a consideration in such 
an activity. The value of the property 
which is at stake is also always a consider- 
ation. Sometimes very great costs are well 
warranted. At other times the situation 
is such that an entire canvass of all cus- 
tomers is not necessary. The work can be 


selective and efforts concentrated where 
most needed. 


HE important and significant fact is 

that in this process of customer bill 
analysis we have a tool and a method 
which wl] meet the dangers of increasing 
criticism of the cost of electric service, if 
it is used properly. It can be applied so as 
to hold the support of the all-important 
influence group in a town, if the work is 
begun in time. The best time to do the 
work is before trouble starts. Calls are 
much more effective when carried out in 
a normal atmosphere as contrasted with 
the emotional heat which develops in a 
government ownership fight. 

Unless programs of bill analysis are 
carried out with the influence group, it is 
probable that over a period of time this 
group will be influenced by the promise 
of lower electric service costs by advocates 
of co-op and government ownership. If 
the influence group is lost to us, then we 
shall have much more difficulty in stem- 
ming the encroachments. 

In a subsequent article I shall deal with 
the related problem of how to introduce 
electric rate increases when they become 
necessary. That subject was discussed at 
the aforementioned PIP Workshop panel 
in Minneapolis in October, and I shall pre- 
sent a report and analysis of the view- 
points and suggestions made there. 


Part II of this article will appear in the next issue of the FORTNIGHTLY. 





SIC OCIALIZATION has been an expensive experiment for Britain 

but it has not been a total failure. It has demonstrated that 
socialist theory and socialist fact are far from being the same thing— 
a valuable lesson for Americans as well as Britons." 
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—EDITORIAL STATEMENT, 


Los Angeles Times. 





America Is at the Crossroads 
In Nuclear Power 


By CHARLES D. MATTHEWS* 


The expanded nuclear power program sponsored by the 
Joint Committee on Atomic Energy appears to favor 
emasculating the initiative of industry and adding more 
government controls. And, unless "second generation" 
plants are more explicitly defined, it would seem that the 
plan would force free enterprise to take a back seat to 
government enterprise. Nevertheless a workable program 
can still be developed if the Joint Committee, AEC, and 
industry will pool their thinking and efforts. 


opay, America stands at a cross- 

roads on the highway to civilian 

nuclear power—a crossroads created 
by political rather than technological de- 
velopments. Decision on a road to take in 
the years ahead will affect the take-home 
pay of every taxpayer. 

Dissatisfied with the rate of progress 
under the Atomic Energy Commission’s 
current program, the Joint Senate-House 
Committee on Atomic Energy (JCAE) 
seized the initiative again in 1958 by pro- 
posing a new plan for accelerating peace- 
time nuclear power development. Unless 
AEC and JCAE reach an understanding 
early in the new Congress, the Joint Com- 
mittee may introduce its own legislation 
directing the commission to follow a 
specified course of action—just as it did 
in directing development of the H-bomb 
and the first nuclear submarine, in spite of 
strong administration objections. 

*Public relations consultant, Washington, D. C. 


For additional personal note, see “Pages with the 
Editors.” 


The road suggested by JCAE for peace- 
time expansion is only one of several alter- 
native routes proposed during the last 
session of Congress. Another important 
alternative was pointed out by the Tech- 
nical Appraisal Task Force of the Edison 
Electric Institute and was based on a com- 
prehensive study of civilian nuclear power 
developments since the fall of 1956. 


AS a result of several informal meetings 
with the Joint Committee, even the 
Atomic Energy Commission got into the 
act last June by proposing some changes 
in its future activities. Senator Clinton P. 
Anderson, new JCAE chairman in the 
86th Congress, said at the time, however, 
“All things considered the AEC long- 
range program statement presented a 
genuine attempt to be responsive to sug- 
gestions by the Joint Committee. But the 
Joint Committee quickly found that the 
program has significant limitations.” 


JCAE then took the initiative by direct- 
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ing its staff to prepare its own version of 
a road map which the nation should fol- 
low to speed up our nuclear development 
program. The staff report was printed as a 
Proposed Expanded Civilian Nuclear 
Power Program and is the basic document 
that has created this political crossroads. 
Since JCAE has the power to introduce 
legislation to put its plan in action, the plan 
should be examined carefully. 


Objectives of JCAE Program 


HERE are two main objectives which 

the majority of the Joint Committee 
feels the United States should strive for 
in a nuclear power program. First, demon- 
stration of economically competitive nu- 
clear electric power in this country by 
1970 and in high fuel cost allied nations 
by 1968. Second, fortification of this 
nation’s position of leadership in peaceful 
uses of nuclear energy, particularly with 
regard to power. 

Most individuals would probably agree 
that these general objectives are worth 
striving to attain, even though some clari- 
fication and restatement may be desirable. 
For example, Elmer L. Lindseth, president 
of Cleveland Electric Illuminating Com- 
pany and chairman of the EEI Atomic 
Energy Committee, suggests that the 
United States, as the free world’s acknowl- 
edged leader and champion of free enter- 
prise, should take care not to adopt 
methods in attempting to fortify one as- 
pect of its leadership which would be 
contrary to this economic system. He also 
has stated that any expanded program 
should assure maximum industrial par- 
ticipation so normal business incentives 
and the nation’s normal business system 
will replace government control, direction, 
and ownership as soon as practical. 
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M2" utility executives have expressed 

serious doubts to the Joint Commit- 
tee about the advisability of assigning 
specific years for obtaining competitive 
nuclear power either here or abroad. Tech- 
nological advancement in the complex 
nuclear art cannot be so assured as to fit 
neatly into an arbitrary timetable. For ex- 
ample, the chairman of the board of an 
important midwest utility forewarns that 
to assign a specific date legislatively as an 
objective for demonstrating competitive 
nuclear power is to invite a governmental 
“crash program” as the target date ap- 
proaches if technology indicates competi- 
tive costs are still unobtainable. Such a 
“crash program” would probably be un- 
wise, unproductive, and a waste of tax- 
payers’ money. 

It is not clear exactly what the Joint 
Committee means by “competitive” nu- 
clear power. In the United States, conven- 
tional fuel costs differ greatly between 
regions ; for example, in Boston local fuel 
costs are about five times higher than in 
Dallas. A nuclear plant, therefore, could 
be considered “competitive” in Boston 
long before being “competitive” in Dallas, 
if only comparative fuel cost is taken into 
account. Also, it is not clear whether a 
nuclear plant must be “competitive” 
initially or may be expected to attain that 
goal during its lifetime. 


Committee’s Route to Objectives 


(rox expanded program, as envisioned 
by JCAE, for the next five to seven 
years would cover a total of 21 reactors 
of 15 diversified types and sizes costing 
about $875 million. Electric output of 
these 21 reactors would total about two 
million kilowatts, but the committee an- 
ticipates that only about half of the proj- 
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ects will probably prove technically or 
economically desirable for construction. 

The proposed committee route for 
carrying out this program consists basical- 
ly of two broad avenues. The first avenue 
is by private construction and ownership 
of plants with certain research and de- 
velopment assistance from AEC. The sec- 
ond consists of AEC construction and 
ownership of certain experimental proto- 
type reactors and larger projects not 
otherwise constructed. 

Large traffic signs are proposed to 
regulate the flow of private companies 
desiring to travel down the first avenue. 
AEC would serve as a tollgate, allowing 
those industry projects to pass which have 
been previously identified as being based 
on reasonably well-demonstrated technol- 
ogy and not needing extensive additional 
research and development work. Almost 
as an afterthought, the Joint Committee 
added another section to the program al- 
lowing AEC, in exceptional cases, to re- 
quest specific authorization for proceed- 
ing with industry projects not previously 
identified by the commission. 


HESE requirements suggested by 
JCAE may sound reasonable enough. 


q 


e 


But as Hamlet said, “Ay, there’s the rub.” 
They could result in basic technical de- 
cisions being made by a limited govern- 
ment group on a noncompetitive basis with 
little or no consideration given to the ef- 
fect on the taxpayer. Does not the eco- 
nomic history of the United States in- 
dicate that better results would be ob- 
tained by decentralization of decision 
making and by giving industrial initiative 
and competition greater opportunity? 

Furthermore, charging AEC with al- 
most sole responsibility for designating 
type, size, and design of projects to be sup- 
ported appears contrary to the spirit of the 
Atomic Energy Act of 1954 which was 
supposed to give industry greater—rather 
than less—participation in development 
of nuclear energy. Any program should 
not only allow, but should vigorously en- 
courage, projects proposed by industry. 
This should be the rule rather than the 
“exception.” 


© inn second avenue suggested is by 

government ownership of reactor 
plants constructed at AEC sites—with all 
power being consumed on the site—or as 
a part of municipal, state, federal, or co- 
op-owned systems, or at locations where 


"The Joint Committee's program costs are based on a very important 
assumption. Plants totaling one million kilowatt capacity would be 
constructed at an assumed average cost of $500 per kilowatt or $500 
million with associated design and development adding something 


like $375 million. This totals $875 million over a five- to seven-year 
period if the basic assumption is realistic... . The Joint Committee's 
assumption that construction will cost about $500 per kilowatt might 
be questioned in light of its action in the 85th Congress of authoriz- 
ing approximately $1,250 per kilowatt for construction of an improved 
version of Britain's Calder Hall plant. It can be pointed out also that 
construction of the Shippingport reactor cost nearer $1,250 per kilo- 


watt plus research and ae 
fornia cost about $970 per ki 


ment; the Santa Susana plant in Cali- 
owatt plus research and development: 


and the small Argonne plant near Chicago about $929 per kilowatt." 


309 
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power may be distributed to private com- 
panies. In this latter case, distribution 
must be made in accordance with the 
“preference clause” of the Atomic Energy 
Act which, by definition, is designed to 
favor publicly owned power utilities. Men- 
tion of the “preference clause” in the third 
site alternative makes it almost meaning- 
less, because there are very few locations 
in the United States where power could 
be distributed to private companies in ac- 
cordance with this clause. 

These government-owned _ reactors 
would be operated under contract with 
AEC long enough to evaluate their re- 
search and development contribution, but 
in no case for longer than ten years. Then, 
the commission would ‘sell the reactor 
plant to the operating utility or, if the 
utility declines to purchase, the reactor 
would be dismantled. All reactors at AEC 
sites would be dismantled since there 
would be no utility to buy them. 

These provisions for government- 
owned plants also sound innocent enough, 
and they may be now. But, thoughtful per- 
sons have cause for a sober second look 
when they take only a brief glance at the 
history of how government ownership 
when once established tends to grow and 
perpetuate itself, destroying the vitality of 
industry initiative. 


What Is JCAE’s Meaning of “Second 


Generation” Plants? 

HE Joint Committee’s exact meaning 

of “second generation plants” should 
be of serious concern to every taxpayer, 
because upon the definition of that phrase 
in the following quotation may depend 
the extent of financial support coming 
from private industry : 


The design and construction phase 


FEBRUARY 26, 1959 


would be carried out through an ex- 
panded and modified power reactor 
demonstration program of privately 
owned “second generation” plants. .. . 


It is a truism to say that the more 
money coming from industry, the less will 
have to come from Uncle Sam or actually 
out of the taxpayer’s pocket. 

According to many utility executives, 
most of the 21 projects listed by the Joint 
Committee are “first generation”’ reactors. 
Therefore, by limiting private industry to 
“second generation” plants, the commit- 
tee is precluding industry from partici- 
pating in most of these projects. On the 
other hand, some industry officials seem to 
think many of the projects might be con- 
sidered as “second generation.” Differ- 
ences of opinions such as these from 
knowledgeable groups and individuals 


emphasize the lack of clear-cut under- 
standing of exactly what criteria should 
be used in determining whether a given re- 
actor project can be considered “first” or 
“second generation” nuclear power plants. 


How Much Will the Program Cost? 


5 ies Joint Committee’s program costs 
are based on a very important as- 
sumption. Plants totaling one million kilo- 
watt capacity would be constructed at an 
assumed average cost of $500 per kilowatt 
or $500 million with associated design and 
development adding something like $375 
million. This totals $875 million over a 
five- to seven-year period if the basic as- 
sumption is realistic. Since it is not clear 
just how much of this amount will have 
to be paid by the government, taxpayers 
should ask, “Is it realistic ?”’ 
The Joint Committee’s assumption that 
construction will cost about $500 per 
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Spirit of Atomic Energy Act Is Negated! 


i Fag requirements suggested by JCAE may sound reason- 
able enough. . . . They could result in basic technical decisions 
being made by a limited government group on a noncompetitive basis 
with little or no consideration given to the effect on the taxpayer. 
Does not the economic history of the United States indicate that 
better results would be obtained by decentralization of decision mak- 
ing and by giving industrial initiative and competition greater oppor- 
tunity? Futhermore, charging AEC with almost sole responsibility for 
designating type, size, and design of projects to be supported appears 
contrary to the spirit of the Atomic Energy Act of 1954 which was 
supposed to give ‘industry greater—rather than less—participation 
in development of nuclear energy." 


kilowatt might be questioned in light of 
its action in the 85th Congress of authoriz- 
ing approximately $1,250 per kilowatt for 
construction of an improved version of 
Britain’s Calder Hall plant. It can be 
pointed out also that construction of the 
Shippingport reactor cost nearer $1,250 
per kilowatt plus research and develop- 
ment; the Santa Susana plant in Cali- 
fornia cost about $970 per kilowatt plus 
research and development; and the small 
Argonne plant near Chicago about $929 
per kilowatt. Even with improved tech- 
nology, perhaps a more realistic assump- 
tion would have been between $750 and 
$1,000 per kilowatt for the widely diverse 
program suggested by the Joint Commit- 
tee. If this proves to be true, estimated cost 
would be increased from $875 million to 
between $1,125 million and $1,375 million. 


f ipow suggested program does not even 
include the cost of projects presently 
under construction or already imple- 
mented, nor reactors to be constructed by 
private industry unless specified in the 
committee’s list of projects. 


Atomic Energy Commission’s Position 
On Program 
§ ies position which will be taken by 
AEC on any planned program of 
civilian nuclear power acceleration is 
largely unknown at the present time. New 
commission chairman, John A. McCone, 
has approached the question anew rather 
than accepting completely the old pro- 
posals he inherited from his predecessor 
Lewis Strauss. To assist the commission 
in its restudy of an expanded program, 
McCone has appointed an outside group 
of distinguished men to serve as an Ad 
Hoc Advisory Committee. The Ad Hoc 
Committee presented its report to the 
commission on January 5th. 


General Electric Company’s “Operation 
Sunrise” 

_—_ program for achieving com- 

petitive nuclear power was made 
public late in 1958 by the General Electric 
Company. Just what effect, if any, this 
proposal will have on the Joint Commit- 
tee’s deliberations in preparing a legisla- 
tive program is uncertain, but it should 
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be mentioned here briefly to indicate one 
major company’s plans for nuclear de- 
velopment. 

General Electric’s “Operation Sunrise” 
attempts to define another method of 
achieving competitive nuclear power in 
seven years through a succession of re- 
fined and improved versions of the same 
general reactor type being built for Com- 
monwealth Edison and Pacific Gas and 
Electric. GE claims the program starts 
from a base of solid experience and pro- 
ceeds in a straight line toward a reasonable 
and attainable goal by construction of a 
group of small and medium “develop- 
mental” atomic power plants, to be in op- 
eration by 1962, through “evolutionary” 
plants, to be in operation by 1965, to 
“target” plants, to be in operation by 1970. 
“Evolutionary” plants are expected to be 
competitive in the locations where con- 
structed and “target” plants to be com- 
petitive with 25 per cent of the conven- 
tional plants then being built in the United 
States. 

Estimated cost of “Operation Sunrise” 
would be about $128 million, which in- 
cludes about $90 million for construction 
of four new “developmental” plants and 
$38 million for research, development, and 
test activities. 


Conclusion 


N its summary of the Proposed Ex- 
panded Civilian Nuclear Power Pro- 
gram, the JCAE said: 


... The ultimate goal of the entire pro- 
gram is to develop strictly commercial 
plants which would be economically 
competitive with no financial assistance 
from the government. 


Everyone might well say “Bravo” to 
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this statement, for this is an attractive 
goal. 

Then, the question must be asked, how- 
ever, “Does the remainder of Joint Com- 
mittee’s program statement implement 
this goal or abrogate it?” 

If this statement, coupled with the ob- 
jective of achieving competitive nuclear 
power in the United States by 1970, rep- 
resents the Joint Committee’s genuine de- 
sire, one may seriously question the ability 
of the expanded program to reach this 
goal and objective satisfactorily. 

Ralph Cordiner, chairman of General 
Electric Company, expressed the opinion 
that “achievement of competitive nuclear 
power must follow the normal course of 
evolutionary improvement with a reactor 
type which is on solid ground now and 
which offers important potential for fu- 
ture improvement.” To GE, “Operation 
Sunrise” meets these conditions. 


HERE are a few other concepts for 

which a substantial body of research, 
development, and operational information 
exists. By concentrating the nation’s ef- 
forts on these reactor types, there would 
seem to be a better chance for achieving 
competitive nuclear power. This does not 
mean scientific and engineering investiga- 
tions on other reactor types should be side- 
tracked or forgotten; but, rather, they 
should not be given priority treatment and 
identified as projects the AEC must pur- 
sue. 

The result of the Joint Committee’s 
present approach would seem to be a dis- 
sipation of research effort on a wide 
variety of almost unrelated “first” and 
“second” generation projects. 

The Joint Committee must give serious 
thought to reconstituting its list of reactor 
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projects for new undertakings with a view 
to reducing the number of different con- 
cepts and increasing evolutionary develop- 
ment of the most promising through 
several successive generations of plants. 

If, on the other hand, the real objective 
of the committee is to develop the broadest 
possible base of diverse reactor knowledge 
and experience, the expanded program 
may accomplish this by offering “a little 
something for everybody.” Even in this 
latter case, however, the basic declaration 
of policy contained in § 1 of the Atomic 
Energy Act of 1954 will require some re- 
writing and clarification of many pro- 
visions of the program. This policy states 
in part: “... development, use, and con- 
trol of atomic energy shall be directed so 
as to... strengthen free competition in 
private enterprise.” 


HE proposed expanded program as 
stated in the Joint Committee’s 
printed report would seem to violate three 
of the basic tenets of the traditional eco- 
nomic philosophy which has made America 
the most productive nation in history: 
1. Limited government. The program 
is designed to place additional govern- 


mental controls back over development of 
civilian nuclear power. 

2. Individual initiative. Reactor proj- 
ects initiated by industry will not qualify 
for the power reactor demonstration pro- 
gram except in special cases. 

3. Free enterprise. Unless the meaning 
of “second generation” plants is clarified 
satisfactorily, free enterprise will be 
forced to give way to increased govern- 
ment enterprise in this vital new field. 


r spite of the program’s shortcomings, 

compliments are due the Joint Commit- 
tee staff for conscientiously and thorough- 
ly identifying technical and policy ques- 
tions which still need answering in the na- 
tion’s drive toward competitive nuclear 
power. The staff report could prove help- 
ful as a point of departure from which a 
truly workable program of civilian nuclear 
power development may be devised as a 
result of a concerted effort by the Joint 
Committee, Atomic Energy Commission, 
and industry. 

Yes, America stands at a crossroads in 
nuclear power development, and all tax- 
payers have a stake in the decision as to 
which is the best road to take. 





Wl & 


the church retains its strength through constant internal and 
external education and religious living by devoted men and 


women, so Capitalism must be interpreted and lived by those who 


are conscientious believers. 


"The great moral foundation of Capitalism is that it must assume 
responsibilities to society commensurate with its strength and :. 
leges. It must be administered by its stewards both for benetit to 
themselves and to society. That is the function of American service 
Capitalism. We must have responsible Capitalism within a responsi- 


—RAYMOND W. MILLER, 


ble society." 


313 


Lecturer, Harvard Graduate School 
of Business Administration. 
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Atom Legislation 

alpine Albert Gore (Democrat, Ten- 

nessee) on January 28th introduced 
his long-awaited legislation authorizing 
acceleration of U. S. peaceful atomic 
power efforts, including the construction 
of one million kilowatts of nuclear power- 
generating capacity within the United 
States by 1966. 

The bill proposed by the Senator also 
covers acceleration of the thermonuclear 
research and nuclear rocket propulsion de- 
velopment. The bill asks a total of $1 bil- 
lion for all three acceleration efforts, but 
no breakdown for the individual efforts 
was available. Instead, the Senator’s office 
explained that the amounts for each 
would be worked out by the Joint Commit- 
tee on Atomic Energy, of which the Sen- 
ator is a member. 

The bill would provide for construc- 
tion of both large and small power reac- 
tors under Atomic Energy Commission 
contracts in order to advance nuclear 
power technology and also demonstrate 
the economics of nuclear power. The bill 
would also provide a “vigorous” program 
of international co-operation in the field 
of peaceful atomic power in order to ef- 
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Washington ond 


the Utilities 


fectively carry out U. S. “Atoms-for- 
Peace” ideals. 

In a related development, a subcommit- 
tee of the Joint Committee on Atomic 
Energy began three days of hearings on 
the problems of radioactive waste disposal. 
The subcommittee, headed by Representa- 
tive Chet Holifield (Democrat, Califor- 
nia), heard Dr. Abel Wolman of Johns 
Hopkins University declare that radioac- 
tive wastes, in terms of radioactivity con- 
tent, are “by far a greater total hazard” 
than fall-out from nuclear weapons test- 


ing. 


ee on Capitol Hill better rela- 
tions seem to be shaping up between 
Senator Anderson (Democrat, New Mex- 
ico), chairman of the Joint Committee, 
and the AEC. On the surface at least, the 
attitude is already 100 per cent more cor- 
dial than existed prior to the replacement 
of Admiral Strauss (now Secretary of 
Commerce) by the new chairman of the 
AEC, John McCone. This is not to sug- 
gest that Chairman McCone has altered 
the policies of the AEC very much. He has 
not. Somehow they seem to be working 
out a rapprochement between Chairman 
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McCone and the previous vocal critics of 
the AEC on the Joint Committee, notably 
Senator Anderson. 

The Senator no longer seems to desire 
immediate federal construction of large- 
scale nuclear plants, and this philosophy 
coincides with that of the AEC. Still to be 
resolved, however, is whether private in- 
dustry or government will build first gen- 
eration prototypes of the gas-cooled, or- 
ganic moderated, and heavy water reac- 
tors, the only new concepts needing proto- 
type development. Nuclear reactors em- 
bodying boiling water, pressurized water, 
metal-cooled, and fast-breeder types of 
heat are presently being built in prototype 
size by private industry. 


Lo fight over public versus private 
development of atomic energy power 
plants has “held back the program,” An- 
derson told a press conference shortly 


after he was named chairman. In addition, 
he said, the United States should get a 
nuclear-propelled plane in the air by the 
summer or early fall of 1962. “This can 
and ought to be done,”’ Anderson declared. 


He said he would ask Congress to ap- 
propriate funds beyond those requested by 
President Eisenhower to speed construc- 
tion of the plane. At the present rate of 
administration spending, the plane will be 
delayed “until well into the 1970’s,” An- 
derson said. He proposed that spending 
be increased by $280 million over the next 
four years and said President Eisen- 
hower’s request for $150 million should 
be increased by $45 million in the fiscal 
year beginning July 1st. 

Senator Anderson has called for an ac- 
celerated program of co-operation be- 
tween the government and private com- 
panies in atomic power development. He 
said he would like to see $875 million spent 
over the next five to seven years to con- 
struct prototype plants that would furnish 


up to 100,000 kilowatts. He pinpointed 
1969 as the target date when the United 
States should be able to achieve economi- 
cally competitive nuclear power. The Sen- 
ator stated that all first generation proto- 
type nuclear plants should be built by the 
government and in remote AEC installa- 
tions, so as to avoid dispute over public 
versus private power. All electricity gen- 
erated by such plants, he said, should be 
used for government purposes and none 
sold for private use. 


> 
Niagara Power Setback 


HE Federal Power Commission told 

the state of New York, in effect, to 
give some land “back to the Indians.” 
Strictly speaking, the Indians still have 
the land and do not want to let go of it for 
the purpose of erecting a reservoir for the 
Niagara power project. The land in ques- 
tion is part of a tract of nearly 6,500 acres 
which the Indians bought in 1924 for a 
reservation after they were resettled un- 
der a treaty agreement under which they 
moved from North Carolina. 

The New York State Power Authority 
only wanted 1,383 acres and two of the 
five members of the FPC, dissenting Com- 
missioners William R. Connole and Fred- 
erick Stueck, were inclined to agree that 
the State Power Authority had a better 
right as a matter of public interest. The 
authority is engaged in construction of a 
$700 million Niagara Falls power project 
but the FPC majority opinion, if upheld 
on appeal, is likely to be a substantial set- 
back, or at least make the project more 
expensive. 

The FPC majority said it realized a 
“substantial” construction delay, “severe” 
community disruption, and higher-cost 
electricity will result if the power authority 
is forced to use the other neighboring lands 
for its reservoir. If other lands are used, 
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the opinion said, parts of Lewiston, New 
York, will be separated by a large body of 
water that cannot be bridged ; a main high- 
way and railroad tracks will be rerouted; 
school transportation, sewage, water sup- 
ply, fire protection, and civil activities will 
be disrupted; 450 homes and two ceme- 
teries will be uprooted, and a new million- 
dollar school will be destroyed. 


agg the FPC ruled flooding 

the Tuscarora lands would run 
contrary to the purpose for which the 
Indian reservation was created by Con- 
gress. “We regret that we have not been 
able to reach any other solution,” the opin- 
ion declared, “but we cannot permit our 
judgment to be swayed by our personal 
views of what is desirable, but must ad- 
minister the laws as passed by Congress 
and as interpreted by the courts.” 

The case was sent back to the commis- 
sion by the federal appeals court for the 
District of Columbia last November upon 
an appeal by the Tuscarora nation. The 
court ordered the FPC to see if the license 
it granted the New York State Power Au- 
thority in January, 1958, met the Federal 
Power Act requirement that construction 
on Indian lands not interfere with the pur- 
pose for which the reservation was 
created. 

In their dissent, Commissioners Con- 
nole and Stueck said they could not agree 
that construction of a $700 million project 
should be jeopardized because of the flood- 
ing of part of an Indian reservation. Con- 
ditions could be attached to the license 
assuring the Tuscaroras of a continuation 
of their way of life, the dissenters said. In 
fact, they declared, the power project 
could bring the Indians an “unprecedented 
opportunity” to advance with improved 
farming facilities, homes, schools, health 
facilities, and better lands, drained, im- 
proved, and laced with roads. 
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Water Controls Stressed 


> new Congress is showing in- 
creased interest in the importance of 
water resource development. On the House 
side, the Public Works Committee has 
created for the first time a permanent sub- 
committee on watershed development. 
Representative Smith (Democrat, Missis- 
sippi) will head the new subcommittee, 
which has announced that its business this 
year will include an investigation of alleged 
rivalries between the Army Corps of Engi- 
neers and the Soil Conservation Service. 
Smith said the new subcommittee was 
established “because there has not been 
enough overall emphasis on the watershed 
program.” He said the subcommittee will 
examine individual projects, as well as 
evaluate the whole program. 

In the Senate, a resolution has been in- 
troduced to establish a special committee 
to deal with water resource development 
problems. Montana’s Democratic Senators 
Mansfield and Murray are sponsoring the 
proposal, which provides for a committee 
of eight Senators familiar with water 
problems. Mansfield said Congress needs 
to “unify” its approach to water legisla- 
tion which, in the past, has involved solu- 
tions that have been too “‘piecemeal.”’ The 
result, said Mansfield, is that “we are fail- 
ing dismally in our responsibility for the 
nation’s water resources.” 

In a related move, Senator Magnuson 
(Democrat, Washington) has issued a call 
for all Pacific Northwest Senators to sit 
down with the Chief of the Army Engi- 
neers and map out a river development 
program that everyone can support. Mag- 
nuson professed to be “fed up” with all 
the conflicting proposals and arguments 
over the development of this region. He 
suggested that the informal group find out 
what private industry, publicly owned 
utilities, and the federal government plan 
to do, proceed on proposals over which 
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there is no disagreement, and put aside 
temporarily any projects involving con- 
flicts which cannot be resolved. 


¥ 


New York Gas Fuel Blocked 


; ee Federal Power Commission on 
January 30th denied a proposal by 
Transcontinental Gas Pipe Line Corpora- 
tion, of Houston, Texas, to provide a 
transportation service for Consolidated 
Edison Company of New York, Inc., to be 
used for boiler fuel in a steam-electric 
plant in Manhattan. The FPC at the same 
time denied a request that Transco be di- 
rected to sell gas to Lynchburg (Virginia) 
Gas Company’s wholly owned subsidiary, 
Lynchburg Pipe Line Company, which in 
turn would resell the gas. 

The two matters were deferred for deci- 
sion by the FPC last September 4th when 
it issued an opinion authorizing Transco 
to carry out a major expansion of its nat- 
ural gas transmission system, including 
the development of storage fields in north- 
ern Pennsylvania. The proposed trans- 
portation (X-20) service for Consolidated 
Edison involved the construction and op- 
eration of pipeline facilities costing an esti- 
mated $20 million to increase Transco’s 
system capacity by 50 million cubic feet of 
natural gas per day. 

The commission said that militating in 
favor of the X-20 service was the fact that 
most of the conventional requirements of 
public convenience and necessity were 
satisfied. However, it said, there are a 
number of important factors opposing the 
grant which “tip the balance” against 
granting the request. Among other things, 
the FPC pointed out that authorization 
of this and similar proposals would pre- 
empt for this usage capacity which other- 
wise would be available to meet more 


urgent and widely beneficial public needs. 


HE commission said that while the 

idea of relieving the United Nations 
headquarters of an unpleasant and annoy- 
ing smoke nuisance from the boilers in 
which this gas was proposed to be burned 
“is an appealing one,” it pointed out that 
the gas would be used in only one of the 
two Waterside plants, and in only two of 
eight boilers at that one. It also said that 
additional volumes of gas contemplated to 
be transported in the future would not be 
burned at the Waterside station at all, but 
at some other facilities. 

The FPC said that gas-distributing 
companies may find it to the advantage of 
their customers to seek new sources of gas 
in the field rather than to rely on pipeline 
suppliers but there are risks of grave dis- 
advantage as well. It said the impact of 
large demand on relatively limited supply 
is certain enough to raise rates and field 
prices if only one bidder is bringing that 
demand to bear on the supply, and the 
FPC indicated that the impact would be 
much more serious when it is in the form 
of multiple bidders, each attempting to re- 
serve to itself a firm supply. 

The FPC disagreed with Presiding Ex- 
aminer William J. Costello, who in his 
initial decision held that the end use of 
gas was not a factor to be considered in 
applying the standard of public conven- 
ience and necessity to a proposed transpor- 
tation, so long as the end use had no rela- 
tionship to or effect on any jurisdictional 
service. Citing previous commission and 
court decisions where end use was con- 
sidered with respect to the sale of gas, the 
FPC said it saw no justification for con- 
cluding that end use should not be con- 
sidered in the case of transportation of 
gasalso. ° 
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NTCA Meeting in Washington 


MMEDIATELY preceding the recent na- 

tional convention of the National Rural 
Electric Co-operative Association in 
Washington, D. C., the allied National 
Telephone Co-operative Association held 
a two-day meeting in the same city. The 
opening session was featured by addresses 
from Clyde T. Ellis, general manager of 
the National Rural Electric Co-operative 
Association, and Riggs Shepperd, the 
outgoing president of the NTCA. 

Ellis emphasized the handicap under 
which both rural telephone and electric 
co-operatives operate in their contacts 
with the large Bell and independent com- 
mercial telephone companies. He pointed 
to other inherent restrictions and difficul- 
ties in co-operative telephone enterprises. 
They are not allowed to serve in villages 
or towns of over 1,500 population. They 
are not allowed to serve subscribers to 
whom service is already available from 
an existing telephone company. Co- 
operatives which have borrowed money 
from the REA have the financial obliga- 
tion of repaying their loans as compared 
with commercial companies which finance 
a debt obligation over indefinite periods. 

Ellis also referred to the fact that co-ops 
might be exposed to the bias of regulatory 
commissions in some areas. And because 
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rural telephone co-operatives operate out- 
side plants, composed mainly of service 
pole lines, the speaker noted that they 
experienced considerable hazard from the 
weather. Mr. Ellis suggested that the 
NTCA should seek a different setup for 
REA loans to co-operatives, as compared 
with commercial telephone company bor- 
rowers. He thought that Congress might 
even set up separate funds. He pointed 
out that REA makes more telephone loans 
to commercial companies than to co- 
operatives. Specifically, he referred to the 
proportion last year of 75 per cent of 
REA telephone loans to commercial com- 
panies and only 25 per cent to co-opera- 
tives. The REA position on this is that it 
is required under the law to give prefer- 
ence to existing facilities and that it must 
make loans on an economic basis rather 
than on a basis of the organization pattern 
of the borrower. 


i thought that the REA Act does 
not require that loans be made solely 
for serving farmers, but rather for serv- 
ing people in rural areas who do not have 
adequate telephone service or any service 
at all. 

The outgoing president of the National 
Telephone Co-operative Association, 
Riggs Shepperd, asked the membership 
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to oppose vigorously any attempt by the 
Eisenhower administration to have Con- 
gress increase the present 2 per cent 
interest rate on REA loans. He also 
favored “information programs” at the 
grass-roots level by co-operative telephone 
operators. With reference to proposed 
legislation, support was asked for bills in 
Congress to make REA independent of 
the policy controls now exercised by the 
Secretary of Agriculture over REA loans. 


¥ 


Pay TV Legislation 


fe National Broadcasting Company 
has announced it has no objections 
to the type of pay TV tests recently 
proposed by Representative Oren Harris 
(Democrat, Arkansas). Harris, chairman 
of the House Interstate and Foreign 
Commerce Committee, proposed last 
month that the FCC permit some techni- 
cal tests of pay TV. The trials would be 
authorized for limited periods of time. 
A particular system of pay TV would 
be tested by only one person at any time 
in a given area. 

Robert Sarnoff, chairman of the board 
of NBC, repeated the NBC stand against 
pay TV. 

“We remain firmly convinced that a 
pay system of national character would 
grow only by cannibalizing the present 
free system,” said Sarnoff in one of his 
periodic letters to TV editors. “And we 
continue to feel that broad-scale tests 
would so entrench subscription operations 
that the result would be tantamount to 
establishment of pay television on a na- 
tional basis. 

“But we do not believe that tests of 
the type proposed in Chairman Harris’ 
resolution would raise that threat, and 
we do not object to such tests. They may 
serve to satisfy the view held by many 


people of honesty and integrity that some 
form of test opportunity should be given 
the promoters of pay systems—and there 
may be some value in satisfying such a 
view, provided that the price does not 
involve jeopardizing the whole television 
system of this country.” 


Stew Harris Bill for a limited trial of 
pay TV apparently does not go far 
enough to satisfy Chairman John C. 
Doerfer of the Federal Communications 
Commission. In any event, he recently 
expressed the hope that a realistic trial 
of pay TV can be provided for before the 
end of 1959. Doerfer addressed an audi- 
ence of some four hundred members of 
the Radio and Television Executives 
Society, meeting in New York city on 
February 4th. 

The Harris Bill, Chairman Doerfer 
noted, would allow the FCC to authorize 
a technical test of the pay TV system. 
But it would at the same time prohibit 
pay TV without specific congressional 
approval. Under the present status of the 
law, it is widely believed that the FCC 
could authorize pay TV. This explains 
the various requests from Congress that 
a status quo on pay TV should be main- 
tained until Congress has had an op- 
portunity to study the matter. 

Doerfer said the FCC has invited pay 
TV operators to submit plans under the 
limited conditions which would protect 
the present system of free telecasting. He 
said he was of the opinion that “some- 
where between Mr. Harris’ objective and 
that proposed by the commission, a trial 
of subscription (pay) TV system or sys- 
tems can be provided for upon a realistic 
and meaningful basis—without endanger- 
ing our free television system.” 

The FCC will, however, retain the 
status quo, according to Doerfer, until 
after the first session of the 86th Congress 
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is concluded. In other words, if Congress 
fails to act, or at least to do something 
definite in the way of expressing its intent 
about pay TV before it adjourns, the 
FCC would feel free to go ahead with its 
own arrangements for giving subscription 
television a trial. 


* 
Hagerty Denies FCC Pressure 


W Be House Press Secretary James 
C. Hagerty on February 7th opened 
his correspondence files to deny a charge 
that he had tried to intervene for political 
reasons in a government agency decision 
on a television channel. He said the author 
of the charge was “either misinformed or 
lying.” His statement was in rebuttal to 
Bernard Schwartz, New York University 
professor who was let go last year as 
counsel for the House subcommittee which 
investigated efforts to use influence 
on government regulatory agencies. 
Hagerty’s action was prompted by a 
reference in Schwartz’s newly published 
book, “The Professor and the Commis- 
sions,” in which Schwartz told of his 
experience with the House subcommittee. 
He said he had left material in the files 
for about 17 cases which the subcom- 
mittee “failed to develop further.” 


One of these was described as an 
“Albany-Schenectady” TV channel case. 
Schwartz listed it with the parenthetical 
comment that “the President’s press sec- 
retary intervened against an applicant on 
political grounds.” The exchanges re- 
vealed that William J. Embler, a Re- 
publican legislative aide at Albany, New 
York, had written Hagerty on March 
1, 1957. He said Democrats were making 
“political propaganda” of an FCC decision 
to convert the WRGB television station 
from a VHF to a UHF channel. 


Embler said he was “not a stockholder 
in anything” but was “concerned with 
the success of the Republican party.” The 
decision, he said, would leave some homes 
without television or put them to the 
expense of converting sets. He also wrote 
that the Democrats were arguing that 
former Governor Thomas E. Dewey, for 
whom Hagerty once worked, had a hand 
in the decision. Hagerty wrote Embler 
on March 5, 1957, that he had not heard 
of the case “but you do have a good 
point,” and that he had asked for an 
answer from “interested people here.” 


N a lengthy reply on March 13, 1957, 

the then FCC chairman, George C. 
McConnaughey, explained the FCC policy 
aimed at providing VHF television in 
some areas and UHF in others. He said 
the commission decided to limit the 
Albany-Schenectady-Troy area, which al- 
ready had two UHF stations, to UHF. 

Hagerty said he did not see how he 
could have used political influence since 
the decision was made before he heard 
from Embler and was not changed. When 
he learned that the decision already had 
been made, he said, he did not even reply 
further to Embler. 

Schwartz subsequently noted that the 
original FCC decision was protested by 
all interested parties. Further hearings 
were later held on the issues and the FCC 
reversed its decision. Schwartz added that 
he did not charge that the decision in this 
case was based on anything but the record, 
but that there was an intervention by 
the White House aide which he did not 
think was proper. 

Schwartz was fired last year as sub- 
committee counsel after a series of clashes 
with Representative Harris, chairman of 
the parent Commerce Committee. 
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Financial News 


and Comment 


By OWEN ELY 


1959 “Highly Promising” for 
Electrics 


— & Poor’s reports that while 
industrial profits declined about 20 
per cent in 1958, net income of electric 
utilities increased over 7 per cent. Con- 
tributing factors were a 4.5 per cent in- 
créase in revenues and a 1.2 per cent re- 
duction in fuel costs, reflecting an increase 
in hydro generation. The service forecasts 
a gain of 8 per cent in revenues for 1959, 
assuming better industrial sales. A good 
gain in commercial sales is also expected, 
aided by an 8 per cent increase in com- 
mercial building construction and antici- 
pated resumption of deferred moderniza- 
tion plans. The upward trend in residen- 
tial sales will continue in line with rising 
consumer incomes, a high rate of residen- 


tial building, and larger appliance sales. - 
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Average residential usage of 3,600 kilo- 
watt-hours is anticipated this year, a gain 
of about 6 per cent over last year. 
Favorable factors with respect to profit 
margins are the continued installation of 
more efficient generating capacity, and 
additional rate increases. After allowance 
for heavier fixed charges, net income this 
year is expected to gain perhaps 10 per 
cent over last year, indicating continued 
dividend increases, the service predicts. 


Seow & Poor’s estimate seems a 
little on the optimistic side consider- 
ing the probability that the important 
“credit for interest on construction” will 
be lower this year and afford less of an 
offset against increasing interest charges. 
The weather also remains an unpredicta- 
ble factor with respect to revenues from 
air conditioning, heating, and irrigation 
pumping, and in connection with fuel ex- 
penses (hydro supply) and storm dam- 
age. 
> 


Ten Per Cent Gain in Electric 
A ppliance Sales Forecast 
——— to “flash reports” from util- 

ity companies compiled by Electri- 
cal Merchandising covering 17 per cent of 
the U. S. buying public, retail sales of 
leading appliances showed gains in 1958 


FEBRUARY 26, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


compared with 1957—to which we have 
added the industry forecasts for 1959. 
(See table below.) 

Electrical Merchandising expects con- 
sumers’ income after taxes to show a gain 
of nearly 9 per cent this year over 1958; 
population should gain about 1.4 per cent 
and housing starts increase moderately. 
Consumer spending for durables is fore- 
cast at $40 billion—12.2 per cent of in- 
come after taxes versus 11.7 per cent in 
1958 and a high of 14.4 per cent in 1955. 
About one-fifth of this or $8 billion should 
be spent for appliances, an increase of 10 
per cent over last year. 

While the gross national debt continues 
to mount, consumer credit is considered to 
be adequate for increased spending. Con- 
sumers paid off one billion dollars of in- 
stalment debts last year and saved nearly 
7 per cent of disposable income. Thus 
despite the somewhat discouraging trend 
of unemployment figures (due in part to 
more efficient use of workers) the maga- 
zine’s forecast seems reasonable. 


HE forecast of the National Electric 

Manufacturers Association is some- 
what less optimistic, reflecting last year’s 
inventory problems. Manufacturers’ ship- 
ments of electrical appliances were off 
about 5 per cent last year, but are expected 
to gain at least 4 per cent this year. Fol- 
lowing drastic production cutbacks a year 
ago to reduce factory inventories, produc- 


Refrigerators 

Freezers 

Electric Ranges 
Electric Water Heaters 
Washers 

Dryers 

Dishwashers 

Room Air Conditioners 


e 


Month of 
October 
+ 17 
+ 27 
+ 8 
+ 27 
+ 7 
— il 


+ 33 
+154* 
«2 


tion was stepped up in the second half to 
rebuild depleted stocks, and inventories are 
now said to be in healthier condition. 


Re the twelve months ended October, 
1958, residential kilowatt-hour sales 
by investor-owned utilities showed a gain 
of 8.8 per cent over the 1957 period, de- 
spite the slowdown in appliance sales in 
the first half of the year. This compared 
with gains of 9.4 per cent for the calen- 
dar year 1957, 11.8 per cent in 1956, 10.1 
per cent in 1955, 11.7 per cent in 1954, 
11.3 per cent in 1953, and 12.5 per cent 
in 1952. It seems unlikely that the large 
rates of gain in the early 1950’s will be 
attained again, but a gain of between 10 
and 11 per cent in 1959 would seem indi- 
cated by present forecasts regarding hous- 
ing and appliance sales. 

Factory shipments of gas appliances 
apparently made a better showing than 
electric last year, with gains in all divi- 
sions except floor furnaces, free-standing 
ranges, and conversion burners, according 
to the Gas Appliance Manufacturers As- 
sociation. Apparently both manufacturers’ 
and dealers’ inventories are being built up 
again. Central gas-heating units gained 
51 per cent in December although for the 
year as a whole the increase was 15 per 
cent. Gas water heater shipments in De- 
cember were up 21 per cent and for the 
year 6 per cent. Similar data were re- 
ported for ranges; for the year built-ins 


1958 to 
Oct. 31st 
—7 
+15 
—5 
+ 6 
—7 
— 6 
—8 
— 8 


Forecast for 
1959 v. 1958 


ot 
N 


Hem OARNWO 


+44] ++ 


*Comparatively small number of units. 


x—Not available. 
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Gas Ranges 

Water Heaters 
Central Heating 
Furnaces, F & W 
Heating Equipment 
Incinerators 


were up 18 per cent, but this did not fully 
offset a 6 per cent decline in “free-stand- 
ing” ranges. 

Makers of gas appliances have attempt- 
ed a long-range forecast for their segment 
of the appliance market. This was also 
1eported in the statistical (January, 1959) 
issue of Electrical Merchandising as 
shown in the above table. 


* 


1959 Generating Capacity to 
Exceed 1958 
HE Year-end Summary on Electric 
Power, published recently by the EEI 
Survey Committee, gives final figures for 
1958. Changes in the eight power supply 
regions were as indicated in table below. 
In 1957 Regions IV, V, VI, and VIII 
had their maximum loads during the 
summer, but this may have been due in 
part to depressed peak loads in December 
resulting from the business recession at 
that time. In 1958, with a relatively cool 
summer, only Regions V and VIII re- 
ported maximum loads in summer. 
Scheduled additions to generating ca- 
pacity for 1960 are slightly less than fore- 


& 


Est. 
Saturation 
+ 25 88% 
+ 26 62 
— 7 27 
+ 33 17 
+ 76 — 
+108 1 


Per Cent 


1962 Change 


cast a year ago, mainly because of post- 
ponements of completion dates brought 
about by a lag in anticipated rates of load 
increase. However, many of these proj- 
ects can be advanced again, should load 
conditions warrant. Based on scheduled 
dates of commercial operation, as of Janu- 
ary 1, 1959, additions to generating ca- 
pacity are now forecast as follows in 
millions of kilowatts: 


Thermal Hydro Total 


Future Possibilities in 
Frozen Gas? 
HERE have been rumors for some 
time that new methods were being 
developed to freeze natural gas, reducing 
its volume to 1/600th of normal for ship- 
ment to market, where it would be re- 
vaporized and piped to the consumer. We 
already have had a great deal of experi- 
ence in shipping and using “bottled gas,” 
a mixture of propane and butane con- 


1958 Changes in Power Situation 


Per Cent Increase 1958 over 1957 


Peak Load 
Dec. 


I Northeast 8% 
II East Central 
III Southeast 
IV North Central .... 
V South Central .... 
VI West Central .... 
VII Northwest 
VIII Southwest 
U. S. Totals 
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1% 
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Summer 


Margin of Capability 
Over Peak Load 
Dec. Summer Dec. Summer 


10% 5% 21% 
11 8 30 

9 26 

6 19 
15 

9 
12 

9 
10% 


Capability 
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tained in heavy metal cylinders under 
pressure. Under the new method no extra 
pressure is required, but to keep the gas 
in liquid form a temperature of 258 de- 
grees below zero must be maintained. 

The new gas was produced in some 
quantity during World War II by East 
Ohio Gas Company, but it was not realized 
that steel tanks would become brittle and 
crack in the severe cold. The tanks soon 


ing a disastrous fire. However, this did 
not discourage research in an unusual 
quarter, the United Stock Yard & Transit 
Company of Chicago, a privately owned 
enterprise of long standing. The company 
began experimenting with frozen gas on 
a small scale in the early 1950’s to supple- 
ment its own power supply. Later it joined 
with Continental Oil Company at Hous- 
ton to form Constock International Meth- 


began to leak and gas was released, caus- ane, Ltd., to develop a special ship to carry 
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PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 
Aver. Yield 
For Success 


Offer- Securities Of 
ing Of Similar Moody Offer- 
Yield Quality Rating ing 


4.52% A 
4.52 A 


4.26 


Under- 
writing 
Spread 


Price 

Amount To 

Date (Mill.) Description Public 
Bonds 

Washington Water Power Ist 42s 1989 

San Diego G. & E. S. F, Deb. 4§ 1984 


Commonwealth Edison S. F. Deb, 44 
2009 


Natural Gas Service Units (Sub. Inc. 

Deb. 6s 1984 and Common Stock) . 
Gulf States Utilities 1st 4% 1989 .... 
—" Natural Gas Ist (s. f.) 4% 


84N 
.82C 


82C 


3.60N 
.74C 


.89C 
.74C 
N 


100.00 
100.00 


101.47 


1/6 $15 
1/9 15 
1/14 20 
1/14 2 


1/20 10 
1/21 35 


1/22 20 
1/27 60 
1/28 35 


1/28 12 
1/28 7 


4.75% 
4.63 


a 
c 
d 


4.55 


460 4.28 
452 
4.30 
4.52 


4.76 
4.30 


4.76 


48.00 
102.43 
100.00 
102.41 
100.00 


98.74 
101.61 


4.60 

1973 4.00 

Transcontinental Gas Pipe Line Ist 
(s. £.) 5s 1979 

Central Illinois Pub. Serv. 1st 44s 1989 


Preferred Stock 
Gulf States Utilities 5.08% Pfd..... 
— Public Utilities Conv. E1.12 


1/13. 10 102.63 4.64 


1/27 J 


Earns.- 
Price 
Ratio 
N 5. 6.37% 
30N 5: 8.06 


Common Stocks—Offered to Stockholders 


PORNO IVANIEIE OF Paiiscre sc vessecee 50.00 
Mobile Gas Service 


Common. Stocks—Offered to Public 
Kansas Power & Light 

1/19 30 Southern Calif. Edison 

1727 7 Central Hudson G. & E. ............ 


C—Competitive. N—Negotiated. a—Reported the issue well received. c—Reported the issue sold some- 
what slowly. d—Reported the issue sold very slowly. f—Offered to common stockholders in ratio of $100 
debentures for each 25 shares, Debentures convertible beginning May 1st into common stock at rate of two 
shares for $100 debenture plus $22 cash ($61). h—Offered to common stockholders on a 1-for-20 basis; 
95.8 per cent subscribed, balance sold to employees. k—Offered to common stockholders on a 1-for-10 basis 
with oversubscription privilege. 

Source, Irving Trust Company 


1/16 
1/22 


6.85 a 
6.06 
6.10 a 


.78N 
1.35N 
.64N 


1/14 8 k 
60.00 
19.88 
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methane. Still later Constock and the Gas 
Council of Great Britain (interested in 
obtaining larger gas supplies for England) 
became joint owners and operators of 
the new $4 million ship Methane Pioneer. 
Constock has also entered into partner- 
ship with J. F. Pritchard, a private engi- 
neering concern, to build liquefaction 
tanks in the U. S. and elsewhere. 


HE ship contains special tanks built 

of aluminum-magnesium alloys in- 
sulated by balsa wood and jacketed with 
steel. It has now completed its trial runs 
and has sailed from Lake Charles, Louisi- 
ana, for London with some 32,000 barrels 
of liquefied methane. In England the gas 
will be revaporized and mixed with man- 
ufactured gas for distribution to cus- 
tomers. The ship is expected to make four 
or five trial runs to demonstrate the feasi- 
bility of the new system. 

According to Robert A. Gilbert (Bar- 
ron’s, January 12th) methane can pro- 
duce gas in England at a cost of about 
70 cents per Mcf, or less than half of the 
cost of manufactured gas. Because of its 
high cost, gas consumption in Free Europe 
is only about one-eighth as much per 
capita as in the U. S. There would, there- 
fore, be an almost unlimited market for 
methane if the new transportation method 
proves successful. 

If the Pioneer proves successful, it is 
contemplated that five or six larger ships 
would be built costing about $15 million 
apiece. Huge amounts of low-cost gas are 
said to be available in Venezuela (where 
a great deal is being flared), the Middle 
East, and probably the Sahara Desert, 
which could be used to supply the big 
potential demand in Europe. Continental 
is reported to have optioned a substantial 
amount of Venezuelan gas around 4 cents 
per Mcf, and Constock has designed a 
liquefaction plant for Venezuela to cost 
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about $25 million. It is also conjectured 
that gas from Alberta, Canada, might be 
shipped across the Pacific to Japan. 


Ww the new kind of gas be used with- 
in the United States? Because of the 
difficulty of obtaining adequate storage 
facilities considerable gas is sold in the 
Northeast at low prices to industrial cus- 
tomers during spring and summer months. 
Reduction to methane would require only 
1/600th as much storage space and might 
prove feasible. According to Barron’s, 
Long Island Lighting thinks it could add 
300,000 new customers with methane. 
Venezuela is a possible import source. 


we 


Competition for Heating 
Business 
oe of larger margins of generat- 


ing capacity over peak load, as well 
as the desire to balance the growing sum- 
mer air-conditioning load, a number of 
electric utility companies including Com- 
monwealth Edison have now established 
special heating rates. There is growing use 
of panel and resistance heating, stimulated 
perhaps by the freakish winters in the 
past two years, and the number of heat 
pumps has been increasing. 

In a recent talk before the New York 
Society of Security Analysts, President 
Clapp of Florida Power Corporation gave 
some up-to-date information on heat 
pumps, of which his company is the lead- 
ing utility promoter. The company now 
has 9,743 heat pumps (including room 
units) bringing in an annual revenue of 
about $1,225,000. Last year sales substan- 
tially exceeded those of 1957, being stimu- 
lated doubtless by the unprecedentedly 
cold weather in Florida. Sales in 1958 in- 
cluded 759 residential central units and 
1,524 room units; also 272 commercial 
central units and 960 room units. The 
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company’s sales literature indicates that bama Gas Company has reported substi- 
typical installed costs range from $450 for tution of some gas units for heat pumps 
a living room unit to $3,200 for a central in its area, and the report of Chattanooga 
heat pump in a 7-room house with 2,000 Gas for the fiscal year ending August 31st, 
square feet. A year’s operating cost for contained the following paragraph: 
os ete a yaar at $02 In January, 1958. . . the builder of 
or cooling and $11 for heating; for the ‘ : 
7-room house the cooling bill would be Paha’ er a =e 
$236, and heating $42. These costs would Lake Hills subdivision chose Arkla- 
vary somewhat with different locations in Servel all-gas heating and air-condi- 
tioning units to replace 19 electric heat 


Florida. ; : 

pumps installed as original equipment 
in new homes less than a year old. His 
decision to change from electric to gas 
heat pumps and the newer year-round air- in houses which were already sold and 
conditioning gas units, such as the Arkla- occupied by owners had a very real im- 
Servel type made by Arkansas Natural pact upon the air-conditioning market 
Gas, but in some other sections in the in this area and we continue to benefit 
South competition appears rife. Thus Ala- from this important event. 


& 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Aver. 

Incr. Approx. 
2/4/59 Divt- Recent In Sh. Price- Div. Common 
Price dend A ony Share % In- Earns. Earns. Pay- Stock 
About Rate teld Earnings crease 1952-57 Ratio out Equity 


' : ‘HERE is apparently little or no compe- 
tition in Florida between electric 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 25 $1.20 
American Nat. Gas 6 2.60 
Arkansas Louis. Gas .... 5 1.20 
Colo. Interstate Gas .... 1.25 
Columbia Gas System ... 1.00 
Commonwealth Gas 
Commonwealth N. G. ... 
Consol. Gas Util. ....... 
Consol, Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

PIGHSION IN. Gi 55 060 52 
Kansas Nebr. Nat. Gas .. 
Lone Star Gas 

Miss. River Fuel 

Montana Dakota Util. ... 
Mountain Fuel Supply .. 2 
National Fuel Gas 2. 
Northern Nat. Gas ...... % 
Oklahoma Nat. Gas .... z 
Panhandle East. P. L. ... 
Pennsylvania Gas ....... 2 
Peoples G. L. & Coke ... 
Pioneer Nat. Gas ....... 
Southern Nat. Gas ...... 
Southern Union Gas ..... 
Tenn. Gas Trans. ...... 
Texas East. Trans, ..... 
Texas Gas Trans. ....... 
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Aver. 

Incr. 
Annual 2/4/59 Divi- Recent In Sh.  Price- 
Rev. ; 7 dend Approx. Share %In- Earns. Earns. 
(Mill. ) (Continued) Rate teld Earnings crease 1952-57 Ratio 


97 O Transcont. Gas P. L 1.00(b) 4.2 1.46Se D4 29 16.4 
S United Gas Corp. ...... 150 3.8 2.42Se D2 12 = 16.1 


Averages ~ 39% 4% 9% 18.0 


Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas . 
Cascade Nat. Gas 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water .. 
Laclede Gas 

Mich. Gas Util. ...5.... 
Midsouth Gas : 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas ... 
Pacific Lighting 
Piedmont Nat. Gas 
Pormand teas G4. .65.3.0% 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr, ....... 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 


Incr. 
Annual 2/4/59 ivt Recent In Sh. Price- 
Rev. Price Approx. Share % In- Earns. Earns. 
(Mill.) About teld Earnings crease 1952-57 Ratio 


Communications 
Bell System 

Amer. T. & T. (Cons.) .. 233 i 4.2%*$13.91N 6% 

Bell Tel. of Canada .... 44 f 4 2.00De’57 D11 

Cin. & Sub. Bell Tel. .... 95 : 4. 4.93De’57 D12 19.3 
Mountain Sts. T. & T. .. 146 , 4. : D1 15.9 
New Eng. T. & T....... 166 . 4 i 3 19.4 
Part 2. A> ass4c80% 157 f 4 8.81N 14 17.8 
So. New Eng. Tel. ...... 45 i 4. 1.90De’57 D13 23.9 


Averages 4.5% 192 
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2/4/59 Divi- 
Price dend A 


(Continued) About Rate 


Independents 
Anglo-Canadian Tel. .... 42 
British Col, Tel: ........ 41 
Cant: IBEr, TGR cvcceces 
Calif. Water & Tel. .... 
cle SS 
Commonwealth Tel. ..... 
i Sh: 29 
General Telephone 

Hawaiian Telephone .... 
Inter-Mountain Tel. .... 
Rochester FEL. os cc s6es 2 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
United Utilities 
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Western Union Tel. ..... 
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Transit Companies 
Baltimore Transit 
Cincinnati Transit 

Fifth Ave, Coach 
Greyhound Corp 

Nat. City Lines 

Niagara Frontier Trans. . 
Phila. Trans. 

Pittsburgh Rys, ........ 
Rochester Transit 

St. Louis P. S 

Twin Uy Re 1. oscccees 
United Transit 
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Water Companies 

Holding Companies 
American Water Works . 
Operating Companies 
Bridgeport Hydraulic ... 3 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Serv. ...... 
Phila. & Sub. Water .... 
Plainfield Un, Water ... 
San Jose Water 
Scranton-Springbrook ... 
South. Calif. Water 
W. Va. Water Service .. 


n 
a 
—) 


$1.70( 


s 
—. eh 
are 


“Con 


oo 
~—— 
Fetetet tet didtet stat es 


-~o 
Kh 
— 


SeSssuueysss 


NNNORMOH NN WH Ww 


22 


= 
On. 
~~ 
|e 
vs 


Averages 


RR 


TOx. 
teld 


3 


+) 


zl 


0 


‘0 


_ 
to 
x 


Recent 
Share 
Earnings 


2.9% $3.11Se 
; 1.90Se 


.83Se 


1.18Se 
2.03De’57 


$1.01De’57 
52De’57 
2.46De’57 
1.22De’57 
2.74De’57 
.77De’57 
1.23De’57 
Deficit’57 


$ .96Se 


$2.05De’57 
3.28De’57 
3.90De’57 
3.18De’57 
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In Sh. 
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13.5 
21.1 
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14.2 
16.6 


Approx. 
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3 
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Earns. Pay- Stock 
out 


Equity 


9% 55% 
Sb 6 oS 
24 
48 
28 
37 


43 


0% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. NC—Not comparable. NA—Not 
available. D—Decrease. *On average shares. **On combined common and common B. +Rate raised to $9.90 
effective next July ($3.30 on split shares). (a)—Adjusted to eliminate 13 cents per share of nonrecurring 
tax savings. (b)—Also stock dividend in 1958. (d)—Also 1 per cent stock dividend quarterly. (e)—Also 
10 per cent stock dividend May 19, 1958, (f£)—Includes extras. (g)—Four per cent stock dividend June 6, 
1958. (h)—Also 2 per cent stock dividend December 1, 1958. (i)—Also 5 per cent stock dividend December 
29, 1958. (j)—Also 5 per cent stock dividend March 19, 1959. 
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New York Commission Report on the Plight of 
Rail Passenger Service 


HE state public service commission on 
January 30th submitted to Governor 
Nelson A. Rockefeller and the legislature 
the report of its investigation of the fi- 
nancial condition of the railroads operat- 
ing in New York state, in compliance with 


a joint resolution of the legislature of 
March 25, 1958. The resolution directed 
the commission to make an inquiry “.. . 
for the purpose of evaluating the need and 
formulating recommendations for state 
and local government action pertaining to 
passenger transportation service problems 
in general and the taxation of railroad 
franchises and properties in particular.” 
The report lays bare the ills of the car- 
riers and outlines a series of measures for 
state and federal action, some specific for 
immediate application, others for explora- 
tion, but it warns the railroads that what- 
ever assistance is provided is predicated 
solely on the assumption that they are 
willing to meet their obligation to continue 
safe and adequate service to the public. 
The investigation was made under the 
general direction of the late Chairman 
Benjamin F. Feinberg and the report was 
in the process of preparation when Mr. 
Feinberg became gravely ill and retired on 
December 17th. The report was adopted 
unanimously by Acting Chairman Spencer 
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B. Eddy and Commissioners Francis T. 
Mylott, Richard H. Balch, Aaron L. 
Jacoby, and James M. Landis (serving an 
interim appointment). Commissioner 
Landis filed a concurring supplemental 
memorandum. (Chairman James A. 
Lundy has since been designated by Gov- 
ernor Rockefeller. ) 


Recent Improvement Noted 
Though Problem Persists 


f pen report notes that the financial con- 
dition of the railroads improved in 
the latter part of 1958 as a result of the 
revival of the national economy which 
gave impetus to the carriers’ freight busi- 
ness and, together with an increase in 
mail pay rates which was accompanied by 
a $51 million lump sum award for past 
service, has relieved the threat of impend- 
ing bankruptcy which clouded the rail- 
roads to a considerable extent in 1957 and 
the first part of 1958. A marked reduction 
in operating expenses, particularly in 
maintenance, also helped some of the 
state’s carriers to end the year in the black. 

Though there has been a seeming im- 
provement, the report declares there is 
urgent need for action to stem the attri- 
tion of passenger service and points out 
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the perils that such a withering away of 
part of the industry will pose to other seg- 
ments of railroad operations (freight, 
mail, express, baggage, etc.) and the to- 
tality of the threat therefrom to the na- 
tion’s economy and national security. 

On the basis of the data produced by a 
staff of experts in ten months of search- 
ing inquiry, the report concludes that the 
extent of assistance (or relief) needed to 
save railroad passenger service from ex- 
tinction can materialize only by concerted 
action of federal, state, and local govern- 
ments, with the railroads, labor, and the 
public joining in the effort. 

The railroads’ financial problems stem 
from continuing passenger deficits (a sub- 
stantial part of which are incurred in mail, 
express, baggage, dining car service, etc. ). 
The report stresses the fact that the pas- 
senger losses of the roads operating in 
New York, which reportedly exceeded 
$200 million in 1957, are a system-wide 


interstate problem with which New York 
or any other state singly cannot cope and 
the national government, therefore, must 
provide concerted guidance and substan- 
tial assistance to the carriers if their prob- 
lems are to be resolved. 


State and Federal Action 
Recommended 


_ commission alludes to the pro- 
posed report of the Interstate Com- 
merce Commission in its investigation of 
rail passenger deficits in which the author 
of that document purported to see no fu- 
ture for continuance of intercity passenger 
operations. That report (Appendix 49 in 
PSC Report) paints a dark picture of the 
future of all rail passenger operations and 
has virtually consigned the passenger 
coach to the transportation museum. The 
commission takes strong exception to 
such an attitude and urges changes in the 
national transportation policy evidenced 
by the ICC report. 


The commission’s report and Commis- 
sioner Landis’ concurring memorandum 
stress the need for the preservation of pas- 
senger service, particularly commutation 
service. To deal with the problem of re- 
lief that New York state can provide 
alone, and federal measures that should be 
applied, the report recommends the fol- 
lowing action: 

By the State 

1. A temporary (two-year) “freeze” 
of the tax base for railroad property, 
the maximum being no higher than the 
current imposts. (This, the report states, 
will prevent conditions from getting 
worse. ) 

2. Exemption from taxes of grade- 
crossing structures to be built in the 
future. 

3. No taxes on future installations of 
safety devices at grade crossings. 

4. No taxes on improvements made 
to replace existing facilities. 


On Federal Level 

On the national level the report urges 
the following immediate steps: 

1. That Congress ease the impact of 
federal tax laws upon the industry, 
starting with immediate repeal of the 
10 per cent excise tax on rail passenger 
tickets (to stimulate travel). 

2. Increase the railroads’ share of to- 
tal federal transportation expenditures 
by ceasing the diversion of large 
amounts of mail to competing carriers. 

3. Payment to the railroads of fully 
compensatory rates for performance of 
this service. 

4. Amendment of the Internal Reve- 
nue Code to preserve for the railroads 
the benefit of increases in income aris- 
ing out of any and all forms of state 
and local tax relief so that 52 per cent 
or more thereof would not be siphoned 
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away into the federal Treasury by the 
operation of the present income tax 
law. 


Additional Measures to Be Explored 


Powe report states that much more needs 
to be done to help the roads and sug- 
gests additional measures to which con- 
sideration should be given: 

(a) Creation of a state agency with 
requisite authority for the concentration 
of effort to preserve vital rail passenger 
service, commutation service in particular. 

(b) Exploration of the extent to which 
the “lease-agency” device can be applied 
as a factor in helping other commuter car- 
riers. (Under the “‘lease-agency” plan, the 
city of New York makes up part of the 
deficit of the Staten Island Rapid Transit 
Railway to the extent of the taxes the rail- 
way would normally pay.) 

(c) Labor costs account for approxi- 
mately 65 per cent of the total operating 
expense budget of the railroads in this 
state and are a product of collective bar- 
gaining between the railroad brotherhoods 
and railroad managements. The report de- 
clares that some of the brotherhood-man- 
agement “make-work” arrangements and 
the staffing provisions of the State Full 
Crew Law warrant a re-evaluation of 
labor-management negotiated accords, and 
legislative reconsideration of requirements 
under the Full Crew Law. 

(d) Public authority (tax-free) opera- 
tion affords another approach in the rail- 
road problem. Although the public au- 
thority device is in reality public owner- 
ship in a more palatable form, it has, 
nevertheless, been resorted to in other in- 
trastate fields in New York (water and 
housing, for example). The Port of New 
York Authority is cited as an outstanding 
example of successful operation in the in- 
terstate transportation field. 
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(e) Modification of tax laws, particu- 
larly with a view to the elimination of in- 
equities and discriminatory practices as a 
matter of simple justice to the railroads. 

(f£) Subsidies in the form of tax reduc- 
tion and other forms of financial subsidy 
when and where necessary. 


Constructive Potential of 
A State Agency 


I“ the somber picture the report draws 
of the railroad industry, one of the 
most hopeful aspects is that which con- 
templates the constructive potential of a 
state agency to come to grips with the 
problem. 

The former Long Island Transit Au- 
thority, which after several years of ef- 
fort brought together all segments and 
parties at interest in the successful re- 
habilitation of the Long Island Rail Road, 
is cited as an example of what such an 
agency might be able to do. Admittedly, 
the magnitude of the present problem in- 
volving interstate railroads operating in 
New York, among them several of the 
principal carrier systems in the country 
(New York Central, Pennsylvania, New 
Haven, Lackawanna, etc.), rivals the 
troubles of the Long Island Rail Road at 
their worst. 

Nevertheless, the report urges, the pos- 
sibilities of such an agency, even in the 
face of a task as huge as it would con- 
front, deserves earnest consideration. 

The report does not envision that a 
state agency such as is suggested could 
necessarily apply the pattern of the Long 
Island Rail Road Redevelopment Act to 
an interstate system extending across 
many states. Its prime function would be 
to press for and co-ordinate vitally needed 
measures within New York and between 
New York and adjoining states for the 
preservation of commuter and other essen- 
tial passenger operations. 
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Tax Relief a Complex Problem 


HE report contains statistical data on 

every aspect of the railroads’ finan- 
cial problems for the years 1955, 1956, and 
1957. It is the most thorough study in 
depth ever made of the railroad industry 
in New York. Each of the 47 railroads op- 
erating in the state was analyzed separate- 
ly and the results were correlated on an 
industry-wide basis. In the course of the 
study every phase tackled by the investi- 
gating staff resolved itself into numerous 
subsidiary problems, all converging into a 
web of local, state, and nation-wide ramifi- 
cations. 

In the field of taxation, the report cites 
examples of discriminatory treatment of 
the railroads. Thousands of taxing au- 
thorities, governed by an ambiguous tax 
statute, assess and tax railroad property 
for various purposes under widely varying 
procedures. In addition, special franchise 
tax assessment practices have tended to 
perpetuate injustices to the carriers, the 
report declares. Finally, the federal gov- 
ernment imposes a myriad of taxes and as- 
sessments for a multiplicity of purposes 
that exceed state and local exactions. 

The report is critical of the New York 
state tax system, under which local tax 
authorities collected $43.7 million, or ap- 
proximately 97 per cent, of the $45.1 mil- 
lion railroad tax bill in 1957. It is pointed 
out that the real property tax bears little 
relation to the railroads’ earning experi- 
ence and frequently it is in the wrong di- 
rection. 


Fe example, between 1955 and 1957, 
the combined net income of the state’s 
carriers dropped from $165 million to $76 
million, a decline of 53 per cent. In the 
same period the real property tax was 
boosted by nearly 10 per cent, from $38.9 
million to $42.5 million. Moreover, the ex- 


isting tax laws contain few guideposts for 
the assessors. Judicial decisions on review 
of assessments demonstrate that lands, and 
fixtures affixed thereto, are often valued 
under divergent procedures and too often 
inconsistently from year to year. This is 
the basis of the commission’s recommenda- 
tion for a property “tax freeze” (to keep 
conditions from getting worse) pending 
the conclusions of the State Board of 
Equalization and Assessment, which is 
currently studying the whole tax problem 
in the state. An initial report by the board 
is expected some time in March, 1959. 


Deficits and Taxes a 
National Problem 


Siem report is emphatic that the preser- 
vation of long-haul interstate and in- 
tercity passenger service is primarily a 
national problem. The following figures 
bearing on deficits and taxation of the 
New York railroads illustrate the point. 

A study of the reports of the larger in- 
terstate systems operating in New York 
indicates passenger deficits of $171.5 mil- 
lion in 1955, $191.7 million in 1956, and 
$201.4 million in 1957. There exists no 
breakdown of the reported deficits as be- 
tween New York and other states. Ob- 
viously, a large part of the deficits was in- 
curred in operations outside of New York. 
It is clear, therefore, that New York alone 
cannot solve the total passenger deficit 
problem short of subsidizing the deficits 
incurred in other states. 

On the score of taxation, the railroad 
reports show that for 1957 they accrued 
a total of $248 million for local, state, and 
federal taxes. It is shown that the federal 
government takes the biggest slice of the 
total tax pie. An example of this is the 
tax accruals of the New York Central 
Railroad. 


In 1957, the Central’s accruals amount- 
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ed to $67.5 million. Of that amount $21.5 
million, or 33 per cent, were for New York 
state; $17.2 million for 10 other states and 
countries (Canada, Mexico); and $27.1 
million for the federal government. Thus 
it is clear that New York state singly can- 
not alleviate the tax problem of the Cen- 
tral when 67 per cent of its tax bill is ear- 
marked for its operations outside of New 
York and for the federal government. 

With these facts in mind, the commis- 
sion goes on to say: 


No action by a single state can insure 
the continuity of such (passenger) serv- 
ices, even within its own borders. We 
are compelled to look to Washington for 
its regulation (alluding to the Federal 
Transportation Act of 1958 which di- 
vested state commissions of much of 
their regulatory powers). We must also 
look primarily to Washington for its 
salvation. And immediate action is 
called for. (See above under recom- 
mendations “On Federal Level.’’) 


ICC Cautioned on Service 
Curtailments 


HE report contains a plea to the ICC 

for restraint in the use of its newly 
acquired powers under the Federal Trans- 
portation Act whereby that U. S. agency, 
at its discretion, may, on notice from rail- 
roads, allow them to discontinue portions 
of interstate passenger operations. The re- 
port points out that in any termination of 
service substantial operating costs of the 
segment abandoned must inevitably be ab- 
sorbed by the remaining operation which 
is already heavily burdened with costs and 
taxes. Unless the ICC acts with restraint, 
the report states, virtually all interstate 
rail passenger service in the Northeast is 
doomed to extinction and, as an inevitable 
consequence thereof, so is virtually all in- 
trastate service despite any state and local 
action to preserve it. 
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The report cites this example. If the New 
York Central’s commuter service on the 
east shore of the Hudson (Hudson and 
Harlem divisions) and under Park avenue 
to Grand Central station, now per se 
profitable, should be made to absorb the 
total costs involved in the maintenance and 
operation of those lines and of that termi- 
nal facility, that commuter service would 
become prohibitively expensive for the 
Central and the commuters to operate and 
finance—except with the aid of contribu- 
tions from the public treasuries in very 
substantial amount. 

“It is for this reason,” the report states, 
“that we are and everyone else involved 
should be vitally concerned with each re- 
sort to this new statutory lever (the Fed- 
eral Transportation Act) by which all pas- 
senger train service potentially can be 
doomed.” 


Commissioner Landis Assails 


ICC Cost Allocations 


ie his concurring memorandum, Com- 
missioner Landis is in general agree- 
ment with the recommendations of the re- 
port, but he assails the use of the ICC 
formula for the allocation of common op- 
erating costs between passenger and 
freight operations as a means of measur- 
ing passenger deficits. Under the ICC 
method, he holds, passenger service is 
loaded with costs that would be incurred 
even if that service were totally discontin- 
ued. Thus the ICC allocation formula, he 
points out, creates a distorted picture of 
the size of the passenger deficits. He ac- 
cuses the railroads of using this formula 
as a propaganda weapon to exaggerate 
their financial difficulties and as a threat 
to get rid of passenger operations in order 
to obtain subsidies. 

In this respect Commissioner Landis 
goes beyond the criticism leveled at the 
ICC formula in the main report. The com- 
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mission states, however, that regardless 
of the allocation method employed, the 
situation has degenerated from a point 
where the railroads made a profit to a 
point in 1957 where, on the New York 
Central System, for example, even if all 
costs of tracks, signals, and the like, used 
jointly by freight and passengers were al- 
located to freight alone, the receipts from 
the passenger part of the business still fail 
to cover the direct expenses of passenger 
operation. 


NE of the difficulties with the ICC fig- 

ures, according to Commissioner 
Landis, is that neither revenue nor costs 
are related to state problems. This, he de- 
clares, is relevant in dealing with such 
measures as state tax relief or state sub- 
sidies. He cites the fact that between 75 
and 95 per cent of track mileage of three 
of the principal passenger carriers (New 
York Central, Pennsylvania, and New 
Haven) lie outside the state, and he states: 


For all we know, factors, unless we 
can pin them down, that make for un- 
necessary and excessive costs may be 
due to operations over which this state 
has no jurisdiction and such relief as 
this state may give may simply subsi- 
dize the uneconomic approaches taken 
by other states. 


Commissioner Landis sees serious gaps 
between passenger service revenues and 
the cost of operating that service. These 
gaps, he states, are likely to increase rath- 
er than diminish, even though the extent 
of these gaps in the past year and a half 
has been exaggerated by the business re- 
cession. 

He endorses the recommendation in the 
report for the establishment of a state 
agency to deal with transportation prob- 


lems and emphasizes the need for thorough 
exploration of all possible measures for 
the preservation and improvement of com- 
mutation service as a matter of vital con- 
cern to the individual commuter as well 
as in the interests of suburban develop- 
ment. He also advises amendment of the 
Federal Transportation Act of 1958“... 
to prevent the ICC from being stampeded 
into permitting the abandonment of need- 
ed service,” and the establishment of a fed- 
eral department to deal with transporta- 
tion matters. 


|. eo to the report is an analysis by 
Professor of Economics Jack C. 
Myles of Utica College, Syracuse Uni- 
versity, of the data compiled by the pub- 
lic service commission staff. By a slightly 
different process, he arrives at the same 
conclusions as the commission and Com- 
missioner Landis. 

Summing up, the report by the whole 
commission states in part: 


Tax relief, subsidies, or other sug- 
gested remedies are useless unless there 
is a desire on the part of the railroads 
to continue in the passenger business, 
and any relief suggested here is predi- 
cated solely on the assumption that the 
railroads are willing to meet their obli- 
gation to render service to the public. 

As we have indicated and as Com- 
missioner Landis so well stresses, many 
of our railroad problems can only be 
met upon a national basis. This, how- 
ever, is no reason for this state to sit 
idly by. It is all the more reason why an 
agency directly and immediately re- 
sponsible to the Executive is required, 
forcefully and continually, to present 

“the needs of the people of this state to 
our sister states and to those who are 
responsible for our national policy. 
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Journey in Electronic Land 


He organs of public utility com- 
panies often reveal a wealth of in- 
genious presentation of complex materials 
in simplified and interesting form. Since 
these magazines are primarily designed for 
the information if not the special educa- 
tion of the busy employee, it is a challenge 
to the resourcefulness of the house organ 
editors to serve up what is often pretty 
drab technical stuff in an inviting, attrac- 
tive package. 

The house organ editors must meet the 
challenge of competing for the employee’s 
spare time with all his extracurricular ac- 
tivities, including the needs at home, TV, 
social sessions, and recreation, to say 
nothing of the sports page and other types 
of reading material. 

A good example of how the well-edited 
house organ often rises to this challenge 
may be seen in Sunshine Service News. In 
its issue dated October, 1958, this organ 
of the Florida Power & Light Company 
contained an article by Lory Snipes which 
undertook to explain to employees what 
‘ happens to the electric bill each month in 
its journey through the various electronic 
processes of metering, calculating, billing, 
assorting, duplicating, addressing, mail- 
ing, etc. Mr. Snipes undertook to explain 
this formidable series of operations—done 
as it is with modern automatic electronic 
equipment—by breaking it down into a 
series of twelve steps and with the use of 
amusing cartoons personalizing the ap- 
pearance and operations of such equip- 
ment. a 


i ns title of his article, “Journey in 
Electronic Land,” invites the reader 
to start with the meter reader as he re- 
cords the customer’s metered consumption 
on a billing card with a special pencil con- 
taining sensitized lead. In the case of 
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Florida Power & Light, these are all dis- 
patched to the company’s main billing cen- 
ter in the Ryan building in Miami. There 
the cards are collected in batches of about 
33,000 for processing. Chances are the 
boss, as well as the employee, would get 
quite a charge out of reading about this 
“journey” as it is explained in the house 
organ Sunshine Service News. 


ene is a brief one-paragraph 
text of the twelve steps, with some of 
the cartoons: 


1. First stop is the Mark Sense Repro- 
ducer. This sharp-eyed machine scans 100 
cards a minute and translates the pencil 
marks to “punched card language’—a 
series of small holes. With this done, the 
other machines can understand the data in 
the cards. 


2. The Calculator is the “genius” of 
billing’s electronic family. It looks the 
cards over and, with nimble mathematical 
gymnastics, figures each customer’s month- 
ly electric bill. The machine does not take 
any chances with this important step, and 
checks itself by calculating every bill twice 
before punching the data into the card. 





WHAT OTHERS THINK 


The entire process is clicked off at 100 
cards per minute. 


3. The cards now go to an accounting 
machine which thinks big. That is, its 
main concern is large totals. It combines 
the revenue from all the cards into rate 
categories and shows total money due 
from residential customers, commercial 
customers, street lighting, etc. These totals 
are used for control checks during the rest 
of the billing process and are later sent to 
the general accounting office of FP&L’s 
treasury department. 





4, For every FP&L customer, an ad- 
dress card, similar in appearance to a read- 
ing and billing card, is kept on file in the 
Ryan building. The reading and billing 
cards are merged with the proper address 
cards by the Collator, a machine which 
shuffles the card decks like a dealer in a 
poker game. 


5. The next accounting machine collects 
all the information in the merged cards 
and prints it on a form called the Custom- 
er Register. It checks itself by balancing 
its totals with figures produced in step 
three. This complete, up-to-date informa- 
tion sheet is sent out to each district office 
for reference. 





6. Now, the reading and billing cards 
must be separated from address cards. 
This job falls to the Sorter, fastest ma- 
chine in the department. It knocks the work 
off at 1,000 cards a minute. The average 
card batch is sorted in three minutes. 


7. The customers’ bills start to take 
shape as the reading and billing cards are 
placed in a machine which uses their in- 
formation to print the amount side of the 
bill. This operation is dashed off at the 
rate of 150 cards per minute. 


8. Another accounting machine prints 
the address side of the bill. In this step, 
only the address cards are placed in the 
machine. 
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9. The final step in preparation of the 
bills is performed by a brawny machine of 
several talents, the Burster-imprinter. This 
vigorous unit trims the continuous strip of 
bills, perforates them, bursts them into 
separate bills, and prints them with their 
district’s return address. Now, the bills are 
ready. But before they are mailed, they 
are individually inspected. A staff of three 
people inspect over 650,000 bills per 
month. 


10. The reading and billing cards have 
done their jobs in helping produce the bills, 
but they must leave “offsprings” for the 
next generation of bills. So the cards are 
placed in a Reproducer and the static data 
are punched into a new reading and billing 
card. 


11. The new cards go to an Interpreter 
which reads the holes and converts them 
to printed data on the cards. 


12. Finally, the address cards are used 
in the last step by a machine to print the 
customers’ names, addresses, and meter 
numbers on the new reading and billing 


cards. The cards are now ready to be 
mailed back to the district office, where 


they will be used by meter readers to start 
a new cycle. 


A’ a matter of fact, visitors to the Flor- 
ida Power & Light office building are 
usually amazed at the array of complex 
electronic machinery and its fantastic 
speed of operation. These bills are proc- 
essed at the rate of some 4,000 an hour, 
which amounts to 32,000 bills a day. This 
punch card process is quite generally 
used in various forms by larger utili- 
ty companies all over the country. It is an- 
other one of those hidden miracles of mod- 
ern efficient operation of which the cus- 
tomer is likely to have no knowledge 
whatever. Too often that is true of a good 
many of the utility company’s own em- 
ployees. 

It takes bright, imaginative articles 
such as the Snipes piece in Sunshine Serv- 
ice News to carry the message through to 
the rank and file. It is an impressive re- 
minder of the long steps taken by modern 
utility management to render more eff- 
cient service to the utility customer. 
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American & Foreign Power Safety Contest 


f &- American & Foreign Power Com- 
pany recently awarded the first six 
bronze plaques in its new accident pre- 
vention contest. This was the first safety 
contest of the American & Foreign Power 
System where the individual operating 
companies competed against one another. 
In the previous contests the competition 
was arranged on a country-by-country 
basis, based on the overall performance 
of all Foreign Power System companies 
in each country. It was felt that this new 
arrangement gave each single company 
the best opportunity to demonstrate its 
capabilities in accident prevention work. 

The associated companies which oper- 
ate in eleven Latin American countries 
were divided into four groups. The first 
group of electrical operating companies 
had over 750 employees each; group 2 
had 350 to 749 employees; group 3 less 
than 350 employees; and group 4 in- 
cluded all the other types of operations, 
such as telephone, gas, tramways, and 
launches. 

This first contest started in April and 
ended in September. This particular time 
was selected so that all the statistics could 
be tabulated and the plaques engraved in 
order to have the presentation ceremonies 
at the annual executives’ conference of 
American & Foreign Power Company 
and Ebasco International Corporation, 
which is held in New York each Decem- 
ber. 

Two awards were presented in each 
of the three groups. The first award 
was the “Safety Award” and was won 
by the company with the lowest Injury 
Index for the contest period (Injury In- 
dex = Frequency Rate + 10 X Severity 
Rate). The second award, “The Improve- 
ment Award,” was won by the company 
achieving the greatest reduction in the 


Injury Index. A comparison was made 
with the Injury Index of September, 
1957, for this purpose. Special mention 
was given to those companies in group 4 
for notable records. 

The winning companies and their rec- 
ords are as follows: 


Group 1 
Safety Award—Pernambuco Tram- 
ways & Power Co. Ltd. (Brazil) 
Injury Index 3.27 
Improvement Award—Cia. Paulista 
de Forca e Luz (Brazil) Injury 
Index Improvement Points 42.20 


Group 2 

Safety Award—Empresa Electrica 
del Ecuador, Inc. (Ecuador) In- 
jury Index 1.58 

Improvement Award—Cia. Cubana 
de Electricidad Santa Clara divi- 
sion (Cuba) Injury Index Im- 
provement Points 56.47 


Group 3 
Safety Award—Cia. Electrica de 
Merida (Mexico) Injury Index 0 
Improvement Award—Cia. Forca e 
Luz Nordeste do Brasil (Brazil) 
Injury Index Improvement Points 
101.92 


HIs first contest was very successful. 

Considerable enthusiasm was shown 
by all companies and many accident pre- 
vention campaigns were planned around 
the contest. The American & Foreign 
Power Company intends to make this a 
permanent annual event, but with the con- 
test running for a full year. 

As a result of this and similar accident 
prevention contests and campaigns, the 
acceptance of individual responsibility for 
correct safety practices has steadily in- 
creased in all Latin American countries. 
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Growth of Electric Power 


a is a push-button age, a recent “Busi- 
ness in Brief” bulletin of The Chase 
Manhattan Bank of New York declares. 
It points to the phenomenal growth of the 
electric power industry as one outstanding 
proof. The growth of power is both a cause 
and effect of the dynamic expansion of 
the nation’s economy. 

Production of electric power has more 
than doubled in the past eight years. This 
year it is estimated that well over 600 
billion kilowatt-hours of electrical energy 
will be produced. A primary user of this 
power is industry—the manufacturers and 
processors—who currently consume about 
45 per cent of the total output. 

Residential use of power has shot up 
tremendously, too. The average home con- 
sumption today is more than 3,000 kilo- 
watt-hours yearly—a rate that has doubled 
in the last ten years. Yet, despite this soar- 
ing use of electricity, its average cost per 
kilowatt-hour has fallen. Thirty years ago 
a residential customer paid almost three 
times as much per kilowatt-hour as he does 
today. Although rate schedules have had 
to be revised with rising costs, the con- 
sumer’s average charge has continued to 
fall, for rate schedules generally decline 
as usage expands. Additional consumption 
of power in the home has brought use- 
economies into most households. 

Chase Manhattan reports that to 
maintain and extend their record of 
furnishing power at minimum rates, the 
electric utilities have consistently sought 
to utilize the most modern facilities. Year 
after year their expenditures on new 
equipment have played an important role 
in the overall construction outlook. It 
takes $4 of investment to produce $1 of 
revenue from electric power. In 1958 the 
electric utilities were expected to account 


for almost one-seventh of the total nation- 
al outlay for new plant and equipment. 
The financing of these new plants has 
posed a major problem for the utilities. 
Well over $50 billion has been required 
since 1950. To raise these funds the pri- 
viately owned electric power companies 
sold $9.2 billion of bonds, $1.6 billion of 
preferred stock, and $3 billion of common 
stock. The rest came from reinvested earn- 
ings. Fully one-fifth of all the security of- 
ferings made during the postwar period 
have emanated from the electric utilities. 

A steady improvement in efficiency has 
been one of the results of this heavy capi- 
tal investment outlay by utilities. In terms 
of the amount of coal needed to produce 
one kilowatt-hour of energy, the cost has 
declined from more than two pounds per 
kilowatt-hour in 1925 to less than one 
pound per kilowatt-hour today. 

Another factor in the utilities’ expan- 
sion has been the increase in the “load fac- 
tor,” which is the average utilization of 
capacity throughout the year. Seasonal 
patterns of electricity consumption seem 
to be leveling out. 

The dynamism of the electrical indus- 
try is brought into sharp focus when one 
examines the possibilities in its future. 
Since electric power output has doubled 
almost every ten years from the early 
1900’s, it is possible that by 1980 the power 
use in the U. S. could be approximately 
three times the present levels. 


“eened electrified homes, including heat 
pumps, are one of the big current-using 
potentialities of the future. Such homes 
would use about 25,000 kilowatt-hours a 
year—almost eight times today’s national 
average. 
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The March of 
Events 


Gas Rate Increase OK’d 


HE Federal Power Commission has 

allowed Phillips Petroleum Company 
to raise its rate on natural gas sold to 
Panhandle Eastern Pipe Line Company. 
This is a reversal of a previous decision 
which was overruled by a U. S. court of 
appeals. However, the commission ruling 
required Phillips to make a small refund 
to Panhandle because it had been charg- 
ing a higher rate than that allowed in the 
new FPC decision. The refund amounts 
to about $67,500 if paid promptly. 

Phillips had, been charging Panhandle 
3.18236 cents per thousand cubic feet in 
1954, but two years later asked to raise 
the charge to 3.69863 cents. An FPC 
examiner found it should be 3.46363. The 
commission reversed this finding, but was 
told to accept the examiner’s price finding 
by the U. S. court of appeals. 

Since August 15, 1957, Phillips has 
been charging 3.9102 cents, a rate the 
FPC allowed to go into effect subject to 
refund after Phillips asked for a second 
increase in the rate. The difference be- 
tween the rate upheld by the court and 


District of 


Emergency Rate Boost 


tw Potomac Electric Power Com- 
pany sought and obtained an emer- 


Se. an 


this amount is what Phillips will have 
to refund to Panhandle Eastern. 


U. S. and Canada to 


Share Power 


i im United States is now considering 
Canadian rights to a share of the 
power generated at dams on the American 
section of the Columbia river through use 
of water from storage dams on the 
Canadian part of the river. 

Heretofore the U. S. section of the 
International Joint Commission had never 
admitted that Canada had such rights. 
Actually it had never made up its mind 
on the subject. Now, however, the 
Canadian and U. S. governments have 
asked the commission to recommend soon 
a division of the benefits resulting from 
a co-operative water storage system, es- 
pecially those concerned with electric 
power and flood control. It may be some 
time before a formula is worked out that 
will be satisfactory to everyone. But when 
this is accomplished the two governments 
will have to accept it subject only to 
approval by British Columbia. 


Columbia 


gency rate increase from the public 
service commissions of the District of 
Columbia, Maryland, and Virginia in the 
amount of $4,819,157. After taxes, the 
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net amount of additional annual income 
to the company will be about $2,171,000. 
To the average residential customer who 
uses about 270 kilowatt-hours of elec- 
tricity a month, the increase will come 
to 55 cents more on his monthly bill. 
Pepco spokesmen said the company 
needed the increase so that its earnings 
would be restored to the same rate of 
return the commission found proper in 


1955 and to compensate for a declining 
level of earnings. Moreover, the company 
contended, it needed to continue a large 
construction program which would re- 
quire $31 million from investors in 1959, 
Pepco emphasized that the asked-for, 
quick rate increase was merely a stopgap 
until it could prepare a full-scale rate case 
in which it would seek a substantial in- 
crease in its allowed rate of return. 


Georgia 


REA Co-op Bill Battle 


A CONTROVERSIAL bill, which would al- 
low electric co-ops to continue oper-, 
ating in recently annexed municipal areas 
which they already are serving, has passed 
the state senate after a tough fight. 

It next will be assigned to the house 
industry committee. It is believed it will 
have a hard time getting out of com- 


mittee. The co-ops have agreed to an 
amendment that will allow cities to col- 
lect a 3 per cent franchise tax on the 
condition that they will approve the bill. 

The Georgia Municipal Association has 
been opposing the bill, chiefly on the 
grounds that the electric co-ops are tax- 
exempt until 1961. 

A showdown battle is expected on the 
measure before it is brought to a vote. 


Maryland 


Bills to Slow Rate Hikes 


eae has been introduced in both 
the senate and the house of the state 
legislature which would make it more 
difficult to win rate increases by utilities 
in Maryland. Originally recommended by 
a legislative committee to study the Mary- 
land Public Service Commission, the 
legislation would strengthen the position 
of the people’s counsel in opposing fare 
and rate boosts. The new measures would 
give the people’s counsel his own technical 
and clerical staff and money to handle 
cases. 

Another recommendation would limit 
utilities in business deductions for rate- 


setting purposes to the amount of money 
allowed to the people’s counsel. This is 
an attempt to equalize the amount of 
money spent by utilities for legal help in 
a rate case with that of the counsel rep- 
resenting the people. 

The new measures would also make 
the chairmanship of the commission a 
full-time appointment and raise the salary 
from $9,000 to $15,000 a year. 

A stricter definition is also sought in 
the bills for what constitutes “just and 
reasonable rates” and a study of the 
relationship between regulated utilities 
and their unregulated subsidiary organi- 
zations. 


Missouri 


No-strike Law Repeal 


KY since 1949 the house labor com- 
mittee in the state legislature has 
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been trying to obtain repeal of the King- 
Thompson utility no-strike law without 
success. 

And ever since 1949 and now in 1959 





THE MARCH OF EVENTS 


the same committee has been reporting un- 
favorably on the law which has been on 
the books for twelve years. And yet, 
despite the fact that labor is eager to see 
the law repealed or amended, it has never 
passed. 

Now, however, a majority of the 
twenty-seven members of the house labor 


committee is identified with or associated 
with labor unions. 

If the house labor committee runs true 
to form and reports favorably on the bill 
to repeal the antistrike law, history will 
have repeated itself eleven times. Whether 
the bill will pass when put to a vote re- 
mains to be seen. 


New Hampshire 


Electric Rate Raise 


HE state public utilities commission 
has authorized an increase of more 
than $500,000 a year in New Hampshire 
electric rates. This will boost the average 
household bill by about 15 cents a month. 
The commission majority announced 


New 
Transit Agency Voted 


i ie New Jersey senate has approved 
the creation of a state agency to keep 
transit facilities operating until a long- 
term solution to the commuter problem 
can be found. The measure was adopted 
by a vote of 18 to O and sent to the 
assembly. 

The new state agency will be known 
as the Division of Railroad Transporta- 
tion. It will work with New York state, 


that the rate increase would be retroactive 
to last October 1st, once it approves the 
new rate tariffs. However, the state 
supreme court is studying a state request 
that it throw out a public utilities com- 
mission order making the rate boost 
retroactive. 


Jersey 


as well as Connecticut, if the latter so 
desires. 

The governor of New Jersey, Robert 
B. Meyner, had been preparing to name 
a state co-ordinator of railroad transpor- 
tation. He made it clear, however, he 
would be satisfied with either a co- 
ordinator or a new state agency. 

The Rockefeller administration in New 
York recently announced that it was pre- 
paring legislation that is similar to that 
approved in New Jersey. 


New York 


Municipal Utility Sale OK’d 


BY a vote of 871 to 680 the taxpayers 
of the village of Herkimer, New 
York, approved the sale of their municipal 
electric facilities to Niagara Mohawk 
Power Corporation. The Herkimer elec- 
tric system has been municipally operated 
since 1891, generates its own power, and 
serves 4,000 customers. Those who op- 
posed the sale had urged continued 
municipal operation, using the power of 


the St. Lawrence project. The determin- 
ing factors that led voters to choose the 
Niagara Mohawk Company were stand- 
ards of service and local taxes that would 
be paid by the company. 

Herkimer is the second large municipal 
operation to switch to Niagara Mohawk 
service. Voters of Dunkirk authorized 
sale of the city’s municipal electric sys- 
tem to Niagara Mohawk in December 
of 1957. 


FEBRUARY 26, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


Oklahoma 


Gas Test Withdrawal Asked 


HE Oklahoma Natural Gas Company 

has asked that its case be withdrawn 
from the Supreme Court docket. The 
case involved the issue of whether the 
Federal Power Commission may approve 
a new pipeline project without first pass- 
ing on the price to be paid for the supply 
of gas. The high court last fall granted 
an Oklahoma Natural Gas petition to 
review the issue. The FPC then approved 
the plan of the Natural Gas Pipeline 
Company to extend its lines to areas of 
southern Oklahoma and north Texas. 
The company had a contract to buy gas 
from fields in those areas for approxi- 
mately 15 cents a thousand cubic feet. 
Oklahoma Gas was already buying gas 


in the area for about 11 cents. It inter- 
vened in the case and asked the FPC 
to approve the pipeline extension only 
on the condition that Natural’s contract 
price be lowered. The FPC rejected the 
Oklahoma Natural Gas argument and ap- 
proved the pipeline project. 

The FPC’s action was upheld in the 
court of appeals. Oklahoma, after win- 
ning the highest court’s consent to review 
the case, said that while its petition was 
pending competitive conditions upped the 
price of gas higher than the 15 cents it 
previously protested paying, thus invali- 
dating the rate issue in the case. In keep- 
ing with custom, the Supreme Court will 
doubtless grant the move for withdrawal 
of what could have been a major test 
case on gas pricing. 


Pennsylvania 


New All-electric Rate 


A NEW, lower all-electric rate for cus- 
tomers with electric home heating 
has been put into effect by West Penn 
Power Company. Nearly 300 residential 
heating customers will benefit from the 
new rate immediately, and present ex- 
pectations are that this number will be 
doubled within the next few months. 
Under the new rate, West Penn’s elec- 


tric home-heating customers will be billed 
at 1.65 cents per kilowatt-hour for 
monthly use in excess of 500 kilowatt- 
hours. This rate is 17$ per cent lower 
than the former two cents per kilowatt- 
hour rate that applied to residential use 
at this level. The 500 kilowatt-hour figure 
is exclusive of controlled electric water- 
heating use, which is available to all 
residential customers at 1.15 cents per 
kilowatt-hour. 


Washington 


PUD Bond Issue Fee 


C was revealed in Olympia before a 
Washington legislative inquiry that 
the Chelan Public Utility District had 
paid a $920,000 fee for sale of a $273.1 
million bond issue. A Seattle investment 
firm’s witness told about the fee while 
the committee was investigating the finan- 
cial practices of the state Toll Bridge 
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Authority. Apparently the testimony was 
made for the purposes of comparison 
between toll bridge financing and public 
utility district financing. 

The fee was reported to have been paid 
to a New York organization in non- 
interest-bearing bonds to be paid over 
a period of twenty years. The bond issue, 
sold in December, 1957, was for the con- 
struction of the Rocky Reach dam. 





Progress 
of 





Regulation 








Trends and Topics 


Managerial Discretion in Selecting Depreciation 
Method for Income Tax Purposes 


NDER § 167(a) of the Internal Revenue Code of 1954 a taxpayer may 
compute its depreciation allowance by use of any one of three specific 
methods—straight line, declining balance, sum of the years—or any other con- 
sistent method. Several rate decisions have involved the question of allowing 
as a deduction the actual tax paid or a higher tax which would be paid if a 
company had not used accelerated depreciation for tax purposes. 

The impact of rapid depreciation on tax deductions for rate making is dis- 
cussed in Pusiic UTILITIES ForTNIGHTLY, May 9, 1957, at page 705. Another 
question is presented when a company has not used rapid depreciation, or has 
reverted to straight-line depreciation because a commission denies, as a de- 
duction for rate making, the amount of tax saved. 

In an Ohio case the right of a company to make its decision on use of ac- 
celerated depreciation seems to have been recognized, although that specific 
question was not involved. The Ohio commission allowed the Ohio Fuel Gas 
Company to have the tax normalized, computed by the use of the straight-line 
method of depreciation, despite the fact that the company had elected to pay 
its tax on an accelerated basis. The commission said that if taxes were not 
normalized in rate proceedings “utilities would not elect to use an accelerated 
depreciation method to determine income taxes” (25 PUR3d 207). 


Maine Commission Rules against Company Choice 


This question arose in Maine as the result of commission and court rulings 
that only the current income tax is allowable in fixing rates for a company using 
accelerated depreciation and that there should be no “normalization” charge 
for income tax deferred (17 PUR3d 452; 21 PUR3d 321). 

The Bangor Hydro-Electric Company, because of this policy, converted its 
depreciation for income tax purposes to the straight-line basis. The Maine com- 
mission conceded that, unless a company has abused its discretion, expenses in- 
curred in rendition of service are primarily a matter of managerial discretion, 
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but the commission said that rate regulation cannot be frustrated by the im- 
position of extravagant or unnecessary costs on ratepayers. The commission 
decided that the company’s failure to use accelerated depreciation constituted 
an abuse of discretion, and a proposed rate increase was disapproved. 

Commissioner Allen, in a dissenting opinion, said he did not believe the com- 
mission had the right to force upon the company a choice of options which the 
Internal Revenue Code apparently left for the discretion of the taxpayers. He 
did not believe his position to be in conflict with the decision in the Central 
Maine Power Company case because in that case the commission was not pre- 
sented with the question concerning the initial election of tax depreciation 
methods, but rather with proper rate treatment after such election had been 
made (Re Bangor Hydro-Electric Co., reviewed in Pusiic UTILITIES Fort- 
NIGHTLY, February 12, 1959, at page 275). 


Pennsylvania Upholds Company Choice 


The Pennsylvania commission and the state courts have consistently adhered 
to the rule that income taxes actually paid should be allowed as a deduction for 
rate making. If a company uses accelerated depreciation for tax purposes, it is 
allowed only the lower resulting tax. If it does not use accelerated depreciation 
in computing income taxes, it is allowed the higher resulting tax (17 PUR3d 
249; 17 PUR3d 330; 25 PUR3d 273). It is said that the taxpayer has the 
option to use either one of the alternate methods permitted under the tax law. 

The Pennsylvania commission, in the Peoples Natural Gas Company case, 
said it has been recognized generally that a commission may not substitute its 
judgment for managerial judgment unless there has been an abuse of discretion. 
The commission concluded that it should make no adjustment of tax expenses 
because of a company’s decision not to use accelerated depreciation for income 
tax purposes (17 PUR3d 330). The superior court has pointed out that the 
accelerated methods provide a greater deduction in the early years of the life 
of the property than the straight-line method, but a lesser deduction in later 
years (17 PUR3d 249). 

The Pennsylvania superior court, upholding a commission rate order, re- 
cently said that the actual income tax paid to the federal government is one of 
the costs of service, and the decision to use any permissible method of de- 
termining depreciation in filing the tax return is largely a matter for managerial 
discretion. The commission, according to the court, properly allowed the com- 
pany to claim a deduction for actual income taxes paid on the basis of straight- 
line depreciation, though the company could have taken accelerated deprecia- 
tion which would have resulted in a smaller tax. This was held to be true even 
though the company had reverted to straight-line depreciation because it had 
been denied the benefits of accelerated depreciation when previously used (25 


PUR3d 273). 
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Review of Current Cases 


Uniform System-wide Rates Justified and Rulings Made 
On Depreciation, Taxes, and Discrimination 


HE Wyoming commission, in grant- 

ing an electric company a rate increase 
which would produce a return of 5.66 per 
cent on a depreciated original cost rate 
base, held that the use of uniform system- 
wide rates as proposed by the company 
was justified. 

The electric company operated in 
both South Dakota and Wyoming, and 
maintained that plant investment was de- 
signed to provide joint service to cus- 
tomers in both states. 

The facts clearly demonstrated that 
company properties were intimately in- 
terwoven for a common purpose. Also, it 
would be difficult and expensive to segre- 
gate in relation to the service furnished in 
each jurisdiction and to allocate the cost 
of operations. Another factor which mili- 
tated in favor of Wyoming consumers, 
pointed out the commission, was the 
greater population density in areas served 
in South Dakota. 


Depreciation 


Instead of depreciating properties on a 
straight-line basis, the company arrived at 
its annual depreciation requirement by tak- 
ing 16} per cent of gross revenues minus 
maintenance expense. The commission 
thought that the real question for con- 
sideration was not whether the formula 
used was improper, but whether the use 
produced an unreasonable result. Accord- 
ing to expert testimony, the company’s de- 
preciation reserve was adequate and the 
method used produced substantially the 
same results as those obtained through the 
use of the straight-line method. The com- 
mission found the company’s method ac- 
ceptable. 


Tax Accounting 


The accounting procedure followed by 
the company with respect to income tax 
deferrals created by the use of accelerated 
depreciation under § 167 of the. Internal 
Revenue Code of 1954 had been attacked 
by the protestants. A utility is entitled to 
normalize income taxes when using ac- 
celerated depreciation for income tax pur- 
poses, pointed out the commission. Tax de- 
ferrals are not a savings to the utility but 
a liability. The company’s accounting sys- 
tem followed this ruling and the commis- 
sion could see no reason why it should be 
disturbed. 


Industrial Rates 


Industrial customers had objected to 
the higher industrial contract rate sched- 
ule presented by the company. Citing pres- 
ent rates fixed by contracts which con- 
tained no escape clauses, protestants con- 
tended that the commission did not have 
authority to reform contracts by abrogat- 
ing the rate schedules therein set forth 
and substituting others. 

The commission did not agree. The 
commission has authority to nullify and 
abrogate contract rates, provided it finds 
them to be inadequate or unremunerative, 
unjust, unreasonable, unjustly discrimina- 
tory, or unduly preferential and contrary 
to the public welfare. Upon such a finding, 
the commission may substitute what it de- 
termined to be just and reasonable rates. 


Discrimination 
The commission, however, took excep- 
tion to the company’s proposal to spread 


approximately 70 per cent of the overall 
rate increase among bentonite processors. 
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The company is not justified in singling 
out one industry, said the commission, and 
imposing upon it such a large proportion 
of its rate increase. Such treatment dis- 
criminates against the industry and re- 
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quires it to pay the company more than 
its fair share for electric service. The com- 
pany was directed to redesign its industrial 
tariff. Re Black Hills Power & Light Co. 
Docket No. 9339, January 5, 1959. 


Authorization of Telephone Rate Increase Involves 
Stipulation by Parties As to Revenue Needs 


HE Ohio commission approved a rate 
increase for The Ohio Bell Telephone 
Company sufficient to provide additional 
intrastate revenues of $16,750,000. This 
additional income will result in a rate of 
return of 6.16 per cent, based on a repro- 
duction cost new less depreciation rate 
base. 
Originally, the company sought a 
$28,364,000 increase but later stipulated 
with a number of intervening cities, rec- 
ommending the lower figure. The commis- 
sion noted, of course, that the stipulation 
did not negate its duty in the proceeding 
to make findings from the evidence, on 
which to base its order. 


Property Sampling Approved 


The use of sampling plans shown to be 
scientifically designed is sound and proper 
for employment both in the verification of 
most primary property accounts and in the 
determination of the observable causes of 
depreciation for most of the depreciable 
property accounts, the commission indi- 
cated. Inspection of less than all of a utili- 
ty’s property results in great savings of 
time, money, and effort to ratepayers, utili- 
ties, and the commission. Sampling pro- 
cedure accords with accepted modern 
technical and business practice, it was 
noted. 

In arriving at the reproduction cost new 
less depreciation rate base, the commission 
accepted the staff’s calculation of existing 
depreciation of 21 per cent instead of the 


FEBRUARY 26, 1959 


company’s proposed 14 per cent. Actual 
operating results for 1957 and station 
level as of the middle of the year were 
used in determining the revenue effect of 
the rates proposed by Ohio Bell. 


Rate Schedule Design 


The commission observed that the de- 
sign of rate schedules is necessarily sub- 
ject, in part, to the prerogatives of man- 
agement. However, in instances where ad- 
ditional revenue is warranted but excep- 
tionally wide deviation in per cent in- 
creases is proposed in rate schedules with- 
in a classification from the average per- 
centage increase in the other principal 
classifications, the commission may require 
appropriate adjustments unless there is a 
showing that such deviation is reasonable. 

It was objected by interveners that some 
rates for residential classifications were 
increased more percentagewise under the 
proposed schedules than the rates for busi- 
ness classifications. The objection could 
not be sustained since it appeared that the 
cumulative percentage increase to business 
classifications in the postwar period had 
been greater than the increase applicable 
to residential service. The proposed revi- 
sion would tend to narrow the percentage 
differential. An adjustment was ordered, 
however, to certain measured rates for 
residential service which had been in- 
creased percentagewise substantially more 
than flat rates. Re The Ohio Bell Teleph. 
Co. No. 27,400, December 29, 1958. 
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Escalated Producer Rate Held Effective 
As of June 7, 1954 


HE U. S. court of appeals reversed a 

Federal Power Commission order 
which denied a notion of Kerr-McGee Oil 
Industries, Inc., a natural gas producer, 
for commission recognition of an escalated 
rate claimed to have been the legally effec- 
tive rate on June 7, 1954. 

Under a contract between the producer 
and a buyer, it was agreed that the pro- 
ducer’s prices should be increased in a 
certain ratio to any general increase that 
the commission might approve for a gas 
company which purchased gas from the 
producer’s buyer. Upon a substantial in- 
crease in the gas company’s rates retro- 
active to a time prior to June 7, 1954, the 
producer sought recognition of a propor- 
tionate increase in its own rates as of that 
date. The commission contended that by 
failing to bill and charge the escalated rate 
until after final adjudication, the producer 
lost whatever right it possessed to assert 
the increased rate as of June 7, 1954. 


Billing and Charging Not Crucial 


It is now established beyond doubt, said 
the court, that the legally effective rate on 
June 7, 1954, is not necessarily the rate 
being billed and charged on that date; nor 
is it the billing and charging which control 
the effective rate. Rather, the effective 
rate on the critical date is one which has 
accrued by force of the contract as of that 
date by virtue of the then existing opera- 


tive facts, whether charged, billed, or 
legally determined. The correct and effec- 
tive sale price, the court pointed out, is the 
price which the producer was entitled to 
receive, and the buyer obligated to pay, 
under the terms of their contract. When 
the gas company’s rate increase was ulti- 
mately approved retroactively, the pro- 
ducer thereupon became entitled to charge, 
and the buyer to pay, the increased rate 
under the contract. 

The commission also argued that the 
escalation had not accrued as of June 7, 
1954, because the contract was so am- 
biguous as to require negotiations after 
the critical date to determine the escalated 
sales price. The meaning of “general in- 
crease,” as provided in the contract, was 
said to be doubtful. 

The court thought, however, that there 
was no room for negotiation under the 
contract. The parties treated it as unam- 
biguously self-executing, as the commis- 
sion had inferentially conceded. This is the 
crucial consideration, said the court, for 
even if a dispute had arisen concerning 
the meaning of the term “general in- 
crease,” its ultimate resolution would have 
related back and become effective before 
June 7, 1954. The escalated rate was held 
to be the legally effective rate on the 
critical date. Kerr-McGee Oil Industries, 
Inc. v. Federal Power Commission, 260 
F2d 602. 


Parent Company’s Additional Income Tax Expense 
Held Cost of Service in Subsidiary’s Rates 


A®: S. court of appeals ruled that ad- 
ditional income tax expense incurred 
by a parent company in financing a sub- 
sidiary electric generating company was a 
proper cost of service in the subsidiary’s 


rates. On this point the court stayed an 
order of the Federal Power Commission 
(23 PUR3d 499) and remanded the case 
for further proceedings. 

In order to provide relatively cheap 
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power to the du Pont Company, South 
Carolina Electric & Gas Company 
formed a subsidiary, South Carolina Gen- 
erating Company, and financed it with 90 
per cent debt, purchasing the 10 per cent 
equity itself. However, in order to main- 
tain its financial standing on a consolidated 
basis and market the system’s securities, 
the parent was compelled to increase its 
own common equity by issuing additional 
common stock. This resulted in an increase 
in the parent’s income taxes, which it con- 
tended, without success before the com- 
mission, should be taken into considera- 
tion in determining the level of rates 
which the generating company may 
charge Georgia Power Company for ex- 
cess production sold to that company. The 
commission, in striking down a contract 
rate to Georgia Power, had held that the 
allowance for income taxes should not ex- 
ceed the taxes chargeable to the subsidiary 
alone and paid by it as a separate entity. 


Tax Expense and Rate of Return 


The court was unable to square the 
commission’s position on this point with 
its use of the system-wide capital struc- 
ture in fixing a reasonable rate of return 
for the generating company. In determin- 
ing such return, the commission had found 
that it was essential to recognize that al- 
though the subsidiary was legally a sepa- 
rate entity, it was financed and operated 
by a system which for practical purposes 
should be considered as a single entity. 

The commission argued that the con- 
trolling purpose of South Carolina Elec- 
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tric in financing the generating plant was 
to improve its own financial standing, 
broaden its own market, and protect its 
territory. The commission thought the 
extra tax costs incurred by the parent were 
for its own benefit and could not be con- 
sidered a part of the costs of service to 
the generating company. It was contended 
that the benefit of the low costs which were 
given to du Pont were denied to Georgia 
Power, and hence the extra costs should 
not be considered in determining the price 
which Georgia Power should pay. 

Undoubtedly, said the court, South 
Carolina Electric undertook the risks of 
the new enterprise in order to improve its 
financial standing and broaden its mar- 
ket, but this would not relieve Georgia 
Power from its obligation to pay a reason- 
able price based on the costs of produc- 
tion, including income taxes. All of the 
interested parties, it appeared, benefited 
from the success of the venture. The ad- 
ditional income tax, the court held, was an 
unavoidable consequence of the service, 
and whether South Carolina Electric 
elected to incur that cost directly or in- 
directly through its wholly owned sub- 
sidiary, the relation to the total cost of 
service was the same. 

It should be borne in mind that the in- 
creased tax cost would be spread over the 
entire South Carolina Electric system and 
that Georgia Power would bear only a 
proportionate share of such cost, the court 
pointed out. South Carolina Generating 
Co. v. Federal Power Commission et al. 
No. 7445, December 19, 1958. 


Rehearing Denied on Reversal of Certificate 
Grant to Rival Applicant 


HE Indiana supreme court denied a 
petition for rehearing of its earlier 
judgment (24 PUR3d 410) which over- 
turned a commission decision (13 PUR3d 
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435) granting a certificate of territorial 
authority to a telephone co-operative and 
denying a certificate to a rival telephone 
company. The territory involved in this 
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case had been declared open territory by 
the commission because of the inadequacy 
of service being furnished by another util- 
ity. The high court of the state held in its 
original judgment that the commission’s 
grant to the co-operative was not sup- 
ported by findings. Evidence of the com- 
pany’s ability and responsibility had been 
disregarded in favor of the rather ques- 
tionable ability of the co-operative to pro- 
vide adequate service. 

On the petition for rehearing, it ap- 
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peared, contrary to the court’s assumption 
in its original decision, that no territorial 
certificate had ever been issued to the util- 
ity whose service had become inadequate 
and whose territory had, therefore, been 
declared open. The court pointed out that 
the commission has no authority to issue 
a territorial certificate upon a voluntary 
report for an area already being served by 
a utility. General Teleph. Co. of Indiana, 
Inc. v. Indiana Pub. Service Commission 
et al. 154 NE2d 372. 


Economics Outweighs Applicants’ Choice 
Of Telephone Exchange 


feo individual complainants failed 
to persuade the Illinois commission to 
direct DeKalb-Ogle Telephone Company 
to extend its lines a distance of about 10 
miles to their residences. Although this 
company’s exchange was located in the 
community center of the complainants’ 
social and business interests, it appeared 
that another company, Farmers Telephone 
Company, having an exchange three miles 
nearer, could provide service more eco- 
nomically. Neither company had held it- 
self out to serve the area in which the 
complainants live, but Farmers Telephone 
was willing and able to furnish the needed 


service. DeKalb-Ogle Telephone was not 
willing. Both companies would extend 
lines to new subscribers on same terms. 

The commission observed that the fur- 
nishing of service in such a situation as 
this entails considerations of an economic, 
engineering, and legal nature as well as 
consideration of public convenience and 
necessity. It found that Farmers Tele- 
} hone could more feasibly and economical- 
ly furnish service to the complainants and, 
therefore, dismissed the complaint without 
prejudice. Biggers et al. v. DeKalb-Ogle 
Teleph. Co. No. 45330, December 16, 
1958. 


Base Rate Area Discrimination 


HE North Carolina commission au- 
thorized a telephone company to ex- 
tend base rate areas for certain exchanges 
and to reclassify certain exchanges into 
rate groups. Base rate areas for telephone 
service, pointed out the commission, in- 
stead of following municipal limits, should 
extend to embrace fringe areas in which 
there is a considerable density of popula- 
tion using the service. 
In its investigation, the commission 
found that there were many built-up and 


concentrated areas on the fringe of, or 
adjacent to, existing base rate areas and 
that discrimination existed between the 
telephone subscribers in the built-up fringe 
areas and those subscribers within the base 
rate areas. 

As to grouping of telephone exchanges 
in a state, the commission said, according 
to the number of telephones being served 
by a particular exchange, classification of 
exchanges according to the number of sta- 
tions in each exchange of a statewide com- 
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pany avoids the statutory prohibition of 
discrimination where the division lines are 
well defined between each gradation, since 
the value of service increases as the num- 
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ber of stations in the exchange increases. 
Re Southern Bell Teleph. & Teleg. Co. 
Docket No. P-55, Sub 193, January 21, 
1959. 


Competition Authorized in Disputed Area 


iw Indiana commission authorized a 
telephone company to extend service 
into an area presently served by a co-op- 
erative. The commission based its decision 
upon community interests, convenience to 
the public, financial effects upon both the 
co-operative and the company, investment 
in the disputed area by both, and the 
charges for service. 

The evidence showed that the commis- 
sion had granted a certificate to the co- 
operative, which covered the disputed 
area. Later, the president of the co-opera- 
tive had signed a map tendered by the 
company, which established a portion of 
the disputed area as the company’s ter- 
ritory. 

Subsequently, the company began to 
render service to industrial plants newly 
established in the territory. The co-opera- 
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tive had no telephone facilities in the area 
until after the company commenced ren- 
dering service. 

The commission pointed out that if the 
co-operative were allowed to serve the dis- 
puted area exclusively, a telephone call be- 
tween the communities of interest would 
require a circuity of routing through three 
different exchanges and a toll charge. 
There were not more than 115 establish- 
ments in the area, and the co-operative 
was presently serving 13 and the company 
six. 

The co-operative had constructed facili- 
ties at a cost of approximately $65,000, 
most of it while the dispute was in litiga- 
tion. The company had constructed facili- 
ties at a cost of approximately $42,000. 
Re Indiana Teleph. Corp. Cause Nos. 
25590, 25899, November 13, 1958. 


Fair Value Rate Base for Gas Company 


enn Illinois commission authorized in- 
creased rates which would produce a 
return of 6 per cent on a fair value rate 
base. 

To determine the fair value, the 
commission pointed out that it was re- 
quired to give reasonable consideration to 
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reproduction cost, properly depreciated, as 
well as original cost less the reserve for 
depreciation. In addition, the commission 
authorized a cash working capital and ma- 
terials and supplies allowance. Re United 
Cities Gas Co. Nos. 45210, 45231, January 
21, 1959. 


Fair Value Rate Base for Water Company 


HE Illinois commission authorized a 
water company to increase rates so as 
to produce a return of 5.54 per cent on a 
fair value rate base. In arriving at fair 
value, the commission noted, it is required 
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to take into account current economic con- 
ditions, price levels, and reproduction cost, 
as well as the original cost of construc- 
tion, the amount expended in permanent 
improvements, and the probable earning 
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capacity of the property under the rates 
prescribed. 

However, the weight to be given these 
various elements of value must of neces- 
sity be determined on the basis of reason- 
able judgment. 

An allowance for depreciation at the 
rate of 1.5 per cent of the original cost of 
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depreciable plant was authorized. Regula- 
tory expense was required to be amortized 
over a five-year period. Contributions in 
aid of construction were excluded. An al- 
lowance for cash working capital and ma- 
terials and supplies was authorized. Re 
Northern Illinois Water Corp. No. 45273, 
January 21, 1959. 


Use of Plastic Pipe for Gas Distribution 
A Matter for Managerial Discretion 


be Florida commission declined to 
adopt a rule either approving or dis- 
approving the use of plastic pipe by gas 
utilities for the distribution of natural gas 
to customers. It found that the use of such 
pipe is a matter for decision by manage- 
ment in the exercise of its own good judg- 
ment. 

The commission authorized gas com- 
panies in Florida, as a prerogative of man- 
agement, to use plastic pipe, subject, how- 
ever, to the requirement that they strictly 
adhere to the recommendations of the sub- 
committee of the American Gas Associa- 
tion on plastic pipe standards (Report 
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DMC-56-16 and any subsequent report). 
A further requirement was imposed that 
gas utilities should strictly adhere to rea- 
sonable safety standards and practice in 
the installation and use of such pipe. 

Although the evidence indicated that 
plastic pipe has been used for several years 
in a number of other states in the distribu- 
tion of natural gas, the commission was 
not aware that any commission or recog- 
nized authority on standards had ever af- 
firmatively approved the use of such pipe. 
Re Rule on Use of Plastic Pipe by Gas 
Utilities, Docket No. 5577-Rule, Order 
No. 2716, January 7, 1959. 


“Lease” and “Employment” Trucking Operation 
Held Subterfuge 


A™ scheme, whether by purported 
lease, agency, or other device dis- 
guising the true nature of motor carrier 
transportation, will be of no avail for the 
purpose of evading regulation, a Florida 
court of appeals ruled. “Motor carrier op- 
erations must be bona fide and conducted 
in good faith without a shadow of sub- 
terfuge or attempted evasion of the letter 
or obligation of the law,” it was said. The 
court reversed a circuit court order of dis- 
charge on a habeas corpus hearing against 
an uncertificated truck driver who trans- 
ported goods for his ostensible emplover- 


shipper in a truck purportedly leased to 
the shipper. 

This transportation arrangement in- 
volved three different entities working in 
an integrated system. A shipper would 
contact a traffic advisers’ service which 
would, in turn, arrange for a driver from 
an independent drivers’ association to pick 
up a truck from a company purporting to 
lease trucks. Driver and truck would then 
proceed to the shipper’s place of business 
to pick up merchandise and, after having 
the shipper sign a written lease, would 
proceed to the point of destination as 
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specified in the lease. Upon delivery of the 
goods, the traffic advisers’ service would 
receive checks totaling the exact amount 
of the carriage, though broken down so as 
to pay a specific amount for the driver’s 
wages. 

The driver contended that he was an 
employee of the shipper and not required 
to operate under a certificate of public con- 
venience and necessity. The lower court 
sustained this contention. The appellate 
court held, however, that the “employ- 
ment” and “lease” were mere form and 
that the subterfuge was patent. While the 
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shipper did pay for the driver’s services, 
the payment came from what the court re- 
garded as “‘a sum that can be designated 
as freight or payment for transportation 
of goods.” 

The shipper would send separate checks 
to the traffic advisers’ service, and the 
driver would actually receive his money 
from the latter. The court found no such 
control by the shipper over the driver as 
would indicate a relationship of employ- 
ment. Florida ex rel. Florida R. & Pub. 
Utilities Commission et al. v. Ingalls, 106 
So2d 570. 


Commission Lacks Jurisdiction Pending 
Return of Case from Appellate Court 


HE Florida commission denied a mo- 
tion by Southeastern Telephone Com- 
pany for an immediate decision in its cur- 


rent rate case, following a recent hearing 
before the commission. Upon the commis- 
sion’s prior order in this case revoking a 
temporary increase in rates, the company 
obtained an injunction against the revoca- 
tion order. The state court of appeals, in 
turn, reversed the lower court (26 PUR3d 
417), but the time in which the company 
may appeal from this decision has not yet 
expired. 

Since the controversy has not been 
returned to the commission, the com- 
mission held that it had no jurisdiction to 
grant the requested relief. 
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In reply to an assertion by the company 
that it would not be able to finance needed 
improvements and expansions in the ab- 
sence of an immediate order granting ade- 
quate rates, the commission observed that 
the company’s failure promptly to have 
sought review of the court decision, if it 
intended to seek such review, did not 
square with the urgency being urged. The 
commission took the position that the com- 
pany must bear the responsibility for de- 
lay in obtaining a rate order since it con- 
trolled the time when the commission’s 
jurisdiction would be reinstated. Re 
Southeastern Teleph. Co. Docket No. 
5364-TP, Order No. 2717, January 8, 
1959. 


Rate Increase Contingent upon Plant Repairs 


HE Wisconsin commission granted an 

application by Norwalk Independent 
Telephone Company for a substantial rate 
increase but made the authorization con- 
tingent upon the company’s expending for 
repairs during the current year approxi- 
mately four times the pro forma net reve- 
nues, 
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The new rates will provide a rate of 
return of 6.4 per cent on a net book value 
rate base. 

Due to its low rate structure the com- 
pany has followed a policy of minimum 
maintenance even though its plant has 
been aging and wearing out. It proposed 
to use the additional revenues to step up 
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its maintenance program and generally to 
improve the system. It serves a total of 
326 subscribers from a magneto switch- 
board in Norwalk. 


Business and Residence Service 


A proposed net rate of $3.60 for one- 
party business was required to be increased 
to $3.80, and a proposed one-party resi- 
dence net rate of $2.85 was ordered re- 
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duced to $2.80, in order to provide a rea- 
sonable differential between the two 
classes of service. A proposal to increase 
the rural rate for grounded service was 
considered unreasonable because there 
were only eight subscribers on one circuit 
remaining in such service, which would 
soon be metallized. Re Norwalk Inde- 
pendent Teleph. Co. 2-U-5103, January 
ID, TF9?. 


Belated Request for Review of Certificate Order Denied 


HE Florida supreme court dismissed 
a petition for certiorari to review a 
commission order denying reopening of a 
proceeding for the purpose of reconsider- 
ing the propriety of a certificate order 
issued in the proceeding. While the peti- 
tion for certiorari was nominally ad- 
dressed to the order denying reopening 
and was filed within sixty days of such 
order, it was in reality directed to the 
order which granted the certificate—an 
order issued more than eight months be- 
fore the petition was presented to the 
court. | 
Applicable statutes and rules require 
such petition to be filed within sixty days 
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after the entry of the order appealed from. 
Even if it be conceded, arguendo, said the 
court, that the petition to reopen was prop- 
erly filed under the commission’s rules, 
nevertheless, it would not operate to stay 
the time within which certiorari should be 
taken. 

The court, thus, declined jurisdiction 
even though the jurisdictional question 
was not raised by any of the parties. Mere 
consent of the parties to confer jurisdic- 
tion on the court, if their failure to raise 
the question may be so construed, is im- 
potent to accomplish that result, the court 
commented. Central Truck Lines, Inc. et 
al. v. Boyd et al. 106 So2d 547. 


Smoking Permitted on Intercity Buses 


6 hes California commission ruled that 
cigarette smoking should be permitted 
in the rear seats of intercity buses, though 
no smoking should be allowed on urban 
buses. The reasons for this ruling hinge on 
air conditioning and competition. 

Modern intercity buses are equipped 
with effective air-conditioning systems 
which reduce or eliminate the discomfort 
resulting from odors and impurities in the 
air. Only on buses having such air-condi- 
tioning systems will smoking be permitted. 


e 


Smoking of cigars and pipes, however, is 
still not permitted because of their strong- 
er and more noxious odors. 

It was pointed out that airlines and pas- 
senger trains permit cigarette smoking. In 
order to meet this competitive condition, 
the commission thought intercity buses 
should permit it also. Only limited com- 
petition in this respect exists in urban 
transportation. Re General Order No. 98, 
Decision No. 57770, Case No. 5098, De- 
cember 30, 1958. 


FEBRUARY 26, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


Limitations on Use of Commission’s Natural Gas 
Conservation Fund 


i’ an action brought by Panhandle East- 
ern Pipe Line Company the supreme 
court of Kansas held that a statute di- 
recting the state treasurer to credit 20 per 
cent of all costs collected by the commis- 
sion, pursuant to certain regulatory 
statutes, to the state’s general fund was 
unconstitutional. The statute also directed 
the treasurer to transfer $100,000 from 
the unexpended balance in the natural gas 
conservation fund of the state commis- 
sion to the state’s general revenue fund. 

The court conceded that, under its police 
power, the state may reimburse itself for 
costs of otherwise valid regulation and 
supervision by charging the necessary ex- 
penses to the businesses or persons regu- 
lated. It pointed out that a statute is void, 
however, if it shows on its face that some 
part of the exaction is to be used for a 


purpose other than the legitimate one of 
supervision and regulation, or if more than 
adequate remuneration is secured. 


e 


Where interstate commerce is involved 
under a statute which shows that expenses 
other than those of legitimate regulation 
are defrayed from assessments levied on 
the regulated businesses or that the ex- 
action obtained under the statute exceeds 
the regulation expenses to the extent that 
good faith of the statute is impugned, it 
cannot stand under the commerce clause 
or the Fourteenth Amendment of the fed- 
eral Constitution, according to the court. 

The court held that when a regulatory 
measure openly becomes a revenue enact- 
ment, that portion which exacts revenue 
fails as a valid exercise of the police power. 
In this case, the court concluded that the 
statute amounted to a tax and a revenue 
measure levied under the guise of a regula- 
tory fee, and therefore violated the state 
Constitution, the commerce clause, and the 
Fourteenth Amendment of the federal 
Constitution. Panhandle Eastern Pipe 
Line Co. v. Fadely et al. 332 P2d 568. 


Transportation to and from Race Track 


HE New York supreme court held 
that the commission had _ properly 
granted the operator of a limousine serv- 
ice a permit as a contract carrier rather 
than as an omnibus carrier. The commis- 
sion must be given a reasonable latitude, 
said the court, since it has been delegated 
the task of classifying motor carriers of 
passengers for hire into omnibus lines and 
contract carriers under broad statutory 
language. 
The operator had three 7-passenger 
limousines, which were not marked or 
identified as vehicles for hire. They were 


operated during the horse-racing season 
between a terminal in New York city and 
various tracks in the metropolitan area. 
Customers, by appointment, were either 
present at the terminal or at a designated 
location to be picked up at approximately 
the same time each race day. Routes were 
governed by the location of passengers, 
and only customers who had been con- 
veyed to the track or who had made reser- 
vations for the return trip were taken on 
the return trip. Recreation Lines, Inc. v. 
New York Pub. Service Commission, 179 
NYS2d 1001. 
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PROGRESS OF REGULATION 


Other Recent Rulings 


Telephone Company Return. The Illi- 
nois commission considered a return of 
3.6 per cent on a telephone company’s 
net book value rate base reasonable. Re 
Odin Teleph. Exchange, Inc. No. 45411, 
December 2, 1958. 


Supply Cost Drives up Retail Rates. 
Citizens Gas Company of Hannibal ob- 
tained a rate increase from the Missouri 
commission mainly to cover an interim 
supply rate increase put into effect sub- 
ject to final determination by federal au- 
thority; but the new retail rates, calcu- 
lated to yield a 7 per cent rate of return 
on net original cost, were made subject 
to the company’s duty to refund to retail 
customers any refund received from the 
supplier. Re Citizens Gas Co. of Hanni- 
bal, Case No. 14063, December 12, 1958. 


Water Surcharge. In approving a gen- 
eral rate increase for a water utility, the 
Wisconsin commission authorized a sur- 
charge of 25 per cent above urban rates 
to be applied to suburban customers in 
view of the greater cost of service to sub- 
urban property and because suburban 
users paid no public fire protection charge 
for inherent fire protection supplied. Re 
City of Evansville, 2-U-5076, December 
12, 1958. 


Water Company Return. The Penn- 
sylvania commission did not consider a 
return of 4.91 per cent on a water com- 
pany’s fair value rate base excessive or 
unreasonable. Pennsylvania Pub. Utility 
Commission v. Elizabethville Water Co. 
C. 16947, C. 16932, December 15, 1958. 


Property Used and Useful. Property 
which is not used and useful for public 
utility service cannot be considered a part 


of the rate base, the New Mexico com- 
mission pointed out in rejecting an argu- 
ment that an application for authority to 
acquire and operate utility facilities should 
be denied on the ground that the possible 
termination of service contracts might re- 
sult in the abandonment of the facilities 
and an undue burden upon ratepayers. Re 
Public Service Co. of New Me-ico, Case 
No. 524, December 16, 1958. 


Return Not Excessive. The Missouri 
commission did not consider a return of 
approximately 4 per cent on a water com- 
pany’s net original cost rate base exces- 
sive. Re Consolidated Water Corp. Case 
No. 13938, December 18, 1958. 


Financial Qualifications. The U. S. 
court of appeals held that the FCC’s grant 
of a television permit was error where the 
finding of financial qualifications did not 
accord with evidence that the applicant 
had impaired capital and that one of its 
stockholders had orally agreed to lend 
funds repayable within two years. WLOX 
Broadcasting Co. v. Federal Communica- 
tions Commission ct al. 260 F2d 712. 


Religious Orientation. The U. S. court 
of appeals held that the religious orienta- 
tion of a television permit applicant is ir- 
relevant in a comparative hearing as long 
as fair broadcast treatment will be given 
to others who do not share the applicant’s 
convictions and as long as the other broad- 
cast needs of the community will be met. 
Noe et al. (James A. Noe & Co.) v. Fed- 
eral Communications Commission et al. 


260 F2d 739. 


Switching Operation. The U. S. court 
of appeals held that movements not involv- 
ing the use of main line tracks, accom- 
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plished by switching crews with the use 
of switch engines (under the direct con- 
trol of the assistant general yardmaster 
who has radio contacts with all engines 
operated on the tracks) constitute switch- 
ing operations, and not operation of a 
train within the air-brake provisions of the 
Safety Appliance Acts. United States v. 
Terminal R. Asso. of St. Louis, 260 F2d 
884. 


Res Judicata. The U. S. district court 
held that ICC findings in a case involving 
rates through a certain city for break-bulk 
traffic, in which loading and unloading and 
lighterage were essential elements, were 
not res judicata in a proceeding involving 
nonbreak-bulk traffic in which no lighter- 
age, or floatage, or loading or unloading 
services were performed. New York, S. & 
W. R. Co. v. Reading Co. 166 F Supp 
646. 


Dissenters’ Rights in Merger. In de- 
termining the reasonableness of a stock ex- 
change ratio in a railroad merger case, the 
Interstate Commerce Commission ob- 
served that while merger terms must be 
reasonable to dissenting stockholders, such 
stockholders are not entitled to any 
premium by reason of their dissent, nor to 
special treatment or advantages because 
of an attempt to hold out against the 
merger. Stott et al. v. United States et al. 
166 F Supp 851. 


Stenographic Omission. The U. S. dis- 
trict court held that the ICC had not com- 
mitted prejudicial error in failing to cor- 
rect the record and reconsider a case in- 
volving railroad sulphur transportation 
rates on the basis of the corrected record 
after it discovered that a stenographer had 
failed to include a portion of the prepared 
statement read by a witness at the hearing 
before the examiner. Columbia Transp. 
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Co., Inc. et al. v. United States et al. 167 
F Supp 5. 


Jurisdiction over Water Carriers. A 
federal district court held that a water car- 
rier operation involving towage in addi- 
tion to the carriage of three or less com- 
modities in bulk was not exempt from 
regulation, notwithstanding a provision 
of the Interstate Commerce Act exempting 
the carriage alone of not more than three 
commodities in bulk. Commercial Barge 
Lines, Inc. et al. v. United States et al. 166 
F Supp 867. 


Supersedeas of Commission Order. The 
Alabama supreme court held that the cir- 
cuit court does not have power to super- 
sede or stay a commission order denying 
an abandonment application, pending final 
determination by the supreme court. Ex 
Parte Alabama Pub. Service Commission, 
106 So2d 158. 


Certificate Extension. The Kansas City 
court of appeals sustained a commission 
grant of a motor carrier’s application for 
extension of service to include the trans- 
portation of petroleum products between 
certain points where the evidence sup- 
ported commission findings that an ob- 
jecting carrier was not equipped to render 
satisfactory service and would not lose 
business. Missouri ex rel. Transport De- 
livery Co. v. Burton et al. 317 SW2d 661. 





Appeal Moot. The Pennsylvania su- 
perior court held that an appeal from a 
commission order directing a railroad to 
hold schedule changes pending investiga- 
tion and public hearing had been rendered 
moot by another court determination that 
the commission is without authority to re- 
quire application and approval by it prior 
to removal, elimination, or substantial 
change in a passenger train schedule. 
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Pennsylvania R. Co. v. Pennsylvania Pub. 
Utility Commission, 146 A2d 360. 


Desire Not Enough. The Pennsylvania 
superior court held that neither the desire 
to perform additional service nor the ship- 
per’s desire to obtain the service is suffi- 
cient to warrant the granting of a motor 
carrier’s application for authority to 
render additional services, in the absence 
of a showing of public convenience and 
necessity. Motor Freight Express et al. v. 
Pennsylvania Pub. Utility Commission, 
146 A2d 323. 


Fuel Clause. The California commis- 
sion denied a gas and electric company’s 
request for establishment of a gas fuel 
clause in new steam rates where the evi- 
dence did not indicate that the rates had 
to carry a fuel clause in order to meet the 
load and meet the competition of gas fuel. 
Re Pacific Gas & E. Co. Decision No. 
57658, Application No. 40126, December 
2, 1958. 


Crossing Maintenance Cost. The Penn- 
sylvania superior court held that the com- 
mission’s power to determine and prescribe 
the manner and conditions of mainte- 
nance of a bridge at a railroad crossing 
was not restricted to original construction 
or correction of disrepair, but extended 
to future maintenance cost allocations. 
Township of Scott v. Pennsylvania 
Pub. Utility Commission et al. 146 A2d 
617. 


Phone Rate Increase. The Indiana 
commission granted a telephone company 
a rate increase, notwithstanding the use 
of a simple system of single entry book- 
keeping which did not reflect capital as- 
sets because depreciation accounts were 
lacking, where it was apparent that the 
company could not operate profitably and 


maintain present equipment without the 
increase. Re Falmouth Teleph. Co., Inc. 
Nos. 27907, 27908, December 5, 1958. 


Service Extension Denied. The IIli- 
nois commission denied a petitioner’s re- 
quest for service from a telephone com- 
pany where the petitioners resided out- 
side the company’s territory and within 
an area served by a mutual. Scott et al. 
v. Illinois Bell Teleph. Co. et al. No. 44545, 
December 2, 1958. 


Undue Preference. The Wisconsin 
commission held that water supplied by 
a municipal plant to municipal depart- 
ments for park, drinking fountain, and 
street sprinkling should be paid for at the 
proper rate to avoid undue preference and 
advantage. Re City of Brodhead, 2-U- 
5092, December 29, 1958. 


System-wide Profit. The Colorado 
commission, in granting a railroad’s ap- 
plication for permission to discontinue a 
passenger train and consolidate it with 
another train, stated that the fact that 
the railroad, system-wide, had earned a 
profit during the past year was of little 
consequence where public convenience and 
necessity did not require continuance of 
the train. Re Atchison, T. & S. F. R. Co. 
Application No. 16476, Decision No. 
51400, December 17, 1958. 


Newly Certificated. The Wisconsin 
commission considered a return of 5.5 
per cent on a newly certificated municipal 
water plant’s rate base reasonable. Re Vil- 
lage of Merrimac, CA-3677, December 
23, 1958. 


Air-conditioning Rate. The Wisconsin 
commission approved a municipal water 
plant’s request that a demand charge be 
imposed on unconserved water-cooled air- 
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conditioning installations. Re City of 
Janesville, 2-U-5087, December 23, 1958. 


Air-conditioning Rate. The Wisconsin 
commission approved a municipal water 
plant’s request for a separate rate for air- 
conditioning service, limited to use where 
the rate of flow exceeded 12 gallons an 
hour for each ton of cooling capacity. Re 
City of Oshkosh, 2-U-5080, December 
26, 1958. 


Low Return. The Wisconsin commis- 
sion authorized a municipal water plant 
to increase rates which would produce a 
return of approximately 3 per cent on the 
rate base where, although the return was 
less than was usually considered neces- 
sary for a municipal water plant, the ap- 
plicant had no indebtedness and preferred 
to operate on the lower rate of return. 
Re City of Columbus, 2-U-5098, Decem- 
ber 29, 1958. 


Municipal Plant Return. A return of 
5.5 per cent on a municipal water plant’s 
net book value rate base was considered 
reasonable by the Wisconsin commission. 
Re Village of Fredonia, 2-U-5104, De- 
cember 29, 1958. 


Sewer Plant Return. The Wisconsin 
commisson considered a return of 5 per 
cent on the sewer portion of a municipal 
water plant’s net book value rate base 
sufficient, when added to the 4 per cent 
return on water plant, to meet debt serv- 
ice requirements on revenue bonds. Re 
Village of Wrightstown, 2-U-5108, De- 
cember 30, 1958. 


Passenger Train Discontinuance. The 
Florida commission granted a railroad’s 
application for authority to discontinue 
two passenger trains upon a showing that 
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the passenger service was not used or 
needed by the public and that needed 
freight express service would be adequate- 
ly provided by substitute motor service. 
Re Atlantic Coast Line R. Co. Docket 
No. 5403-RR, Order No. 2714, January 
2, 195). 


Attrition Considered. The California 
commission authorized a telephone com- 
pany to increase rates to yield an initial 
return of approximately 7.2 per cent, so 
that a return of 6.5 per cent would be 
realized after a projected decline. Re Rose- 
ville Teleph. Co. Decision No. 57814, Ap- 
plication No. 40177, January 6, 1959. 


Taxes Passed on. The Missouri com- 
mission directed that the amount of li- 
cense taxes imposed upon a gas company 
in each community be passed on to con- 
sumers resident therein so that there 
would be no discrimination. Re Missouri 
Nat. Gas Co. Case No. 14,080, January 
6, 1959. 


Rate Case Expense. The Wisconsin 
commission directed that a telephone 
company amortize rate case expense over 
a five-year period instead of the three-year 
period requested. Re Mt. Horeb Teleph. 
Co. 2-U-5056, January 9, 1959. 


Telephone Company Purchased. The 
Illinois commission authorized a telephone 
company to purchase the plant and prop- 
erties of a mutual upon a showing that 
the mutual did not have the capital or 
technical knowledge to convert the system 
to dial and enlarge it to serve all potential 
users, that the company was willing and 
able to do so, and that the proposed serv- 
ice would benefit the public. Re Illinois 
Bell Teleph. Co. No. 45547, January 21, 
1959. 
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ice, p> A new and different approach to the educational needs of utility employees — called 
ket T EP.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
ary th GUIDE is referred to as “a journey of understanding.” It takes the user through the 
ec nomics of public utilities and through many other non-technical phases of utility op- 
er tion. It was organized by and is issued under the general supervision of an experienced 
nia st. ‘f of specialists. 
“- > THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
ys weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
“ about the nature of the utility business, its important place in the American economy, the 
r present conditions under which it is conducted, its day-to-day objectives and responsibili- 
Se@- . . . . . . . e e e 
ce ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 
m- 
li- Features of THE P.U.R. GUIDE 
ny 
n- & 50 issues of 8 pages (one each week) 
re & Certificate of satisfactory completion 
er ® Glossary of words and terms and complete index 
ry 
& Ring binder embossed with enrollee’s name 
® Leader’s Manual for group discussion 
” & Occasional reprints from Public Utilities Fortnightly 
ne f 
er & Enrollments on company order only 
ar 
h. Comments about THE P.U.R. GUIDE 
Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
he a doubt, the very best that could be obtained for key utility employees. 
ne Director of Personnel, Electric Company 
p- 
at We! ->l that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
or lustry or many years can learn much by just reading the utility information series I have ever encountered. 
ater’ ; : : Vice President, Gas Company 
m District Manager, Electric Company 
al r . re : si Tw» things have particularly impressed me about THE 
d ‘etd feel that this aye agen ar te — ened P.U.R. GUIDE. First, is the complete manner in which 
tility pe. a program that is needed in the p your editors treat the various topics; second, the sim- 
yo y » idustry. ‘ : . plicity in writing. 
. Vice President, Gas Company } 2 
1S Employment Supervisor, Gas Company 
i Tan re that the total series of 50 will prove of ines- 
imabl yalue to the utility industry. There is a definite need for such a type program in our 
Vice President and General Manager, industry. 
Telephone Company Training Assistant, Electric & Gas Company 
Those in charge of employee education or training may obtain further information from: 
PUBLIC UTILITIES REPORTS, INC., Publishers 
332 P. ansylvania Building * Washington 4, D. C. 
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Industrial Progress 


Long Island Lighting to Spend 
$45,000,000 on Expansion 


CONSTRUCTION expenditures 
totaling approximately $45,000,000 
are expected to be made in 1959 by 
Long Island Lighting Company 
Mineola, Long Island, in the develop- 
ment of its electric and gas system, 
according to a statement made by John 
J. Tuohy, LILCO’s president. 


“We see 1959 as a year of continued’ 


industrial, commercial and residential 
growth for the area of Long Island 
which LILCO serves,” Mr. Tuohy 
stated, “and we are backing this with 
a $45,000,000 construction program. 
Of this total $33,000,000 would be 
spent on electric production, transmis- 
sion and distribution facilities; $8,- 
000,000 on gas mains, services and 
meters; and $4,000,000 on common 
plant items such as our western Suf- 
folk division headquarters now under 
construction at Brentwood in Suffolk 
County.” 

Mr. Tuohy disclosed that a major 
item in this year’s capital expenditure 
is the electric generating unit of 185,- 
000 kilowatt capability now under con- 
struction at Port Jefferson. “This 
fourth unit at this site,” he said, “has 
reached the point where we are now 
starting to erect steel and we expect 
to have the unit operating and on the 
line in the fall of 1960. Transmission 
and distribution facilities represent the 
next largest item on our schedule and 
total $16,000,000. 

Capital expenditures by Long Island 
Lighting Company in the ten years 
since 1948 have totaled $403 million. 


$20,646,000 Program Planned 
By Southwestern Electric 
SOUTHWESTERN Electric Power 
Company, Shreveport, La., plans to 
spend a record $20,646,000 on capital 
improvements in 1959, up sharply 
from the previous high of $15,904,734 


20 


in the year ended December 31, J. 
Robert Welsh, president, announced 
recently. 

Major projects this year will in- 
clude completion of a 114,000 kilowatt 
generating unit at Caddo Lake, La., to 
go into operation in April, start of 
construction of another 114,000 kw. 
unit in Shreveport, scheduled for com- 
pletion in 1960, and purchase of a 
portable transformer for emergency 
service, Mr. Welsh reported. 


Power System Transformers 


Underloaded, Studies Show 


A NEW method for distribution 
transformer load estimating by means 
of electronic computer reveals that 
“considerable additional load” may be 
taken on many transformers in electric 
power systems without a “commen- 
surate addition of capacity.” 

The Winter General Meeting of the 
American Institute of Electrical En- 
gineers heard this recently in a paper 
presented by C. F. Mitchell and J. A. 
Hughes who reported on the use of 
the new method by their firm, the 
Commonwealth Edison Company of 
Chicago, Ill. 

The study by Commonwealth 
Edison, the two men said, showed that 
“although changeout will seldom be 
justified . . . initial loadings on new 
installations (of transformers) can be 
increased by a substantial amount 
with confidence.” 

It was explained that the planned 
loading of distribution transformers is 
one of the more important economic 
problems affecting utility plant invest- 
ment and that “present failure rates 
appear to indicate that the capabilities 
of transformers manufactured even 20 
years ago are usually not fully 
utilized.” 

The economic studies of transformer 
loads, they said, employed the “Load 
Factor Method” which calls for com- 


puting loads from the custonuliti 
KWHR_ consumption. \Vhile 
method itself is not new, | aving 
first investigated in 195]. it is 
being undertaken with th 
speed electronic data proces 
ment. The method thus appli 
stated, “has satisfied the 1 
uniform mechanized meth: 
bution Transformer load ¢o 
“The initial results,” th 
concluded, “have by statisti 
parison been quite satisfactory. 
saving in engineering manpower f 
become more apparent as the ratfi 
load growth . . . increases. The 
significant fact which has beenf 
vealed is the proportion of unlogf” 
transformers.” 


Arizona Public Service Has 
for $40,000,000 Expansio 


EXPANSION plans calling fo 
expenditure of nearly $40 mij 
during 1959 were announced rece 
by John M, Jacobs, chairman of 
board of directors for Arizona P 
Service Company, Phoenix, Ari 

Mr. Jacobs said that a total of $3! 
million will be spent for new 
plants and electric and _ natural 
lines and facilities, “This is part 
five-year, $200 million construc 
program ending in 1962.” said 
Jacobs. 


“Every indicator that we use # i 


guide for future planving,” 
Jacobs pointed out, “assures us 
the tremenodus growth o‘ this § 
is sound, mature and ordevly. We 
confident that this grow 
tinue, and we intend to provide 4 
quate supplies of electric! y and 
ural gas to pave the w:y for 
growth.” 

A large portion of thi year's 
penditure, $16.7 million, vill go 
continuing construction ©. the 
pany’s new Ocotillo powe: plant 
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INDUSTRIAL PROGRESS—( Continued ) 


‘his 230,000 kilowatt plant 
state’s largest steam elec- 
r ting plant when it is com- 
he Spring of 1960. Total 
plant is estimated at $30 


; , for transmitting electric 
, listribution points will ac- 
$4.4 mllion. New electric 
facilities and improve- 
<isting ones will cost $11.5 


gas service facilities will 

panded. Gas main exten- 
“\ gas services, main replace- 

| other improvements to 

ill account for more than 
ion: 

iainder of the total figure 

— expenditures to im- 


ing eqmnt toca ed and used throughout the 
yp lied, itfffity’s 10-county, 40,000 square mile 


FPacific Lighting Announces 
$95,000,000 Program 


CIFIC Lighting Corporation, San 
pncisco, Calif., announces that its 
59 construction budget is $95,000,- 
. Included in this, a 73-year record 
ount, is almost $39,000,000 for the 
struction of facilities to bring addi- 
Fpl gas from out of state to Southern 
lifornia. The construction is being 
dertaken. by Pacific Lighting’s three 


Southern Counties Gas 
of California, and Pacific 

(aas Supply Company. 
it the ond of the year, investment in 
erties exceeded $750 million. 


=irst Remote Controlled 
urbine Power Station 


‘evezuela, Westinghouse Elec- 
ration will build the first gas 
‘ctric power station with 
automatic remote controls, 
to a recent announcement. 
ia Shell de Venezuela will 
power an oil storage and 
ling facility on Lake 


on consists of two 5000-kw 
‘erator units, which will 
1500-hp pumping motors. 
' the installation will allow 
initially 700,000 barrels 
eventually well over one 
rels per day. By using re- 
Is, the same man can run 
‘ and the oil distribution 
1 a single point. 

e continuous operation, the 
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turbines are designed to switch to 
diesel fuel should there be a failure 
in the gas supply. 


Electronic Analysis of Power 
Piping Designs Presented in 
New M. W. Kellogg Brochure 


A NEW brochure just published by 
The M. W. Kellogg Company, New 
York, a subsidiary of Pullman In- 
corporated, describes the latest com- 
puter methods of analyzing power 
piping designs. The 8-page brochure 
shows how Kellogg’s power piping 


flexibility experts make recommenda- 
tions based on computer results and 
experience. It explains how Kellogg 
engineers determine whether forces 
acting on equipment will meet sup- 
plier’s guarantee requirements; 
whether stresses at various points are 
within allowable ASA Code ranges; 
and whether sufficient clearances are 
available for unrestrained pipe move- 
ments. 

A chart included in “Piping 
Flexibility Analysis” graphically illus- 
trates the steps taken by Kellogg’s 

(Continued on page 22) 
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Baxter & Company 
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This ts not an offering of these shares for sale, or an offer to buy, or a Solicitation of an offer to buy, 
any of such shares. The offering is made only by the prospectus. 


1,300,000 Shares 
The Southern Company 


Common Stock 
(Par Value $5 per Share) 


Price $35.50 per share 


Copies of the prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the prospectus may legally be distributed. 


Eastman Dillon, Union Securities & Co. 
Blyth & Co., Inc. 
Equitable Securities Corporation 
Francis I. duPont & Co. 
Shields & Company 
The Johnson, Lane, Space Corporation 
<a 


Burnham and Company 


The Ohio Company 


R. W. Pressprich & Co. 
G. H. Walker & Co. 
McDonnell & Co. 

Incorporated 
Sutro Bros. & Co. 
H. Hentz & Co. 


Piper, Jaffray & Hopwood 









































INDUSTRIAL PROGRESS—( Continued) 


computer in a five-phase comprehen- 
sive analysis of piping systems. 

Two case histories are given and 
sample print-out forms trace the act- 
ual electronic computations made, A 
“before” and “after” print-out is 
given showing how a Kellogg recom- 
mendation reduced loading at the 
turbine. 

For a copy of the new “Piping 
Flexibility Analysis,” write The 
Fabricated Products Division, The M. 
W. Kellogg Company, 711 Third 
avenue, New York 17, N. Y. 


Porter Announces New 
National Electric Division 


H. K. PORTER Company, Inc. is 
continuing its expansion in the elec- 
trical equipment industry with the an- 
nouncement recently by T. M. Evans, 
Chairman, of the acquisition of the 
business of National Electric Products 
Corporation, Ambridge, Pa. 

The new National Electric Division 


of Porter will continue to manufacture. 


and market the well-known product 
lines of rigid, thin-wall and flexible 
steel conduit, boxes and fittings, build- 
ing wires and cables and high voltage 
cables, and under-floor raceway sys- 
tems made and sold in the past by 
National Electric Products Corpora- 
tion. 

The new Porter division is headed 
by Robert F. Bennett, Jr. as general 
manager. In this capacity he will re- 
port directly to E. H. Mann, vice 
president of H. K. Porter Company, 
Inc. Vincent P. Oatis, Jr. has been 
appointed sales manager. 


Ohio Edison to Spend 
$60,000,000 in 1959 


OHIO Edison Company plans to 
spend about $60 million on new con- 
struction during 1959, down from 
$67.7 million in 1958, according to 
Walter H. Sammis, president, 

Major items in this year’s construc- 
tion program are $25,285,000 for 
steam production facilities, $16,500,- 
000 for transmission lines and sub- 
stations and $14,895,000 for distribu- 
tion lines and substations. 

Over the next four years the com- 
pany plans to install 680,000 kilowatts 
of new generating capacity at its new 
plant at Stratton, Ohio, on the Ohio 
river. This will be in four units of 
170,000 kilowatts each. The first unit 
is expected to go into service in the 
summer of this year. Units two, three, 
and four are slated to go into service 


ZZ 


1960, 1961 and 


in the summers of 
1962 respectively. 


New "Shelter-clad"’ Switchgear 
Facilitates Bad Weather 
Inspections 


SHELTER-CLAD switchgear, de- 
signed to facilitate preventive main- 
tenance of outdoor units during in- 
clement weather, has been introduced 
by Allis-Chalmers. 

The switchgear has a_ sturdy, 
weather-protected housing with a 75- 
inch wide aisle which affords protec- 
tion in all kinds of weather for in- 
spection or on-the-spot maintenance. 

According to the announcement, 
this completely weather-proof work 
area on a sturdy steel plate floor with 
built-in, non-sag feature makes it pos- 
sible to check the breakers without 
exposure to weather and the need for 
a transfer truck. The area, with light 
switch and utility outlet adiacent to 
doors at either end of the unit as well 
as a light fixture over each breaker, 
provides control room atmosphere. 

The trunnion mounted potential 
transformers can be placed over the 
breaker unit in the superstructure for 
ease of inspection and aisleway ac- 
cessibility or they can be placed in an 
auxiliary cubicle when such is pro- 
vided. Maximum accessibility of com- 
ponent equipment is possible from the 
aisleway. 

Current transformers are located in 
the breaker compartment directly be- 
hind a removable metal barrier and 
in front of the automatic primary dis- 
connect shutters. This is an exclusive 
feature which provides maximum 
safety and accessibility during testing 
or replacing of current transformers 
from the protected aisleway. 


Huge, Undeveloped Potential for 
Electric Power In Farm Production 
Equipment 
THERE is a “huge,” “as yet unde- 
veloped” potential for the use of elec- 
tric power in the operation of farm 


production equipment, the Winter 
General Meeting of the American In- 
stitute of Electrical Engineers was 
told recently. 

Presenting a paper on “Rural 
Distribution Transformer Loading” 
Thomas R. McDonald, Dean B. Price 
and Harry W. Thiesfield of the Rural 
Electrification Administration, U. S. 
Department of Agriculture said: 

“At the present time approximate- 
ly 80 per cent of the (electric power ) 


load (in rural areas) is i: 
house and 20 per cent is u 
duction equipment outside 
hold, Production equipm« 
milking machines, welders 
vators, heat lamps and « 
equipment. The ratio of 
to farm production eq 
changing as more electrical 
is used in production of 
ucts. There is a huge pi 
such equipment as yet un: 
The composite trends of 
of rural consumers, includi 
farms, schools, small < 
rural residential and occas 
commercial consumer, sh¢ 
bling of electric power lo 
to 10 vears, The farm lo 
in itself, the three men sai 
increasing at an even fast 


groy 
has 
ratedind an 
prodt 

Kuhlman Issues Cata‘og o 

Substation Transformers 
KUHLMAN Electric Company, 
mingham, Michigan, has publishe 
new bulletin on Kuhlman Substaf 
Transformers, It covers single 
three phase transformers up to 
including 10,000 KVA, through 
KV. 

The illustrated bulletin details ¢ 
struction features, standard ac 
sories and optional accessories of 
units. 

For a copy of the new, 8-page bo 
let CS-701, write Kuhlman Elec 
Company, Birmingham, Michigat 
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P prov 


Southwestern Eng. Issues N 
Catalog on Feedwater Heat 
SOUTHWESTERN _ Engineer 
Company, Los Angeles, has = 
nounced the publication of « new c# 
log describing its feedwater heat 

The heaters, which are utilized 
power plants in the exacting trans 
of heat from bleed steai to fe 
water, are custom engineered 3 
fabricated by SWECO. 

Of interest is the catalog’s desc 
tion of SWECO’s excinsive sqfttric 
welded channel closure for high p' 
sure heaters. This closure. accord 
to Southwestern Enginee ing ( 
pany engineers, allows for 
sure operation with max 
ability. Through use of 
block principle and the | 
seal-welding, bolts and g 
eliminated. 

A cross section drawing 
log depicts the various pi 
feedwater heater. 

Copies of the feedwater | 


skets # 


the ca 
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INDUSTRIAL PROGRESS—( Continued) 


are a ailable upon request from 

thwes ern Engineering Company, 
1: 32, 4800 Santa Fe Avenue, 
gles 58, California, 


Catalog Presents Com- 
i e of Insulating Products 
‘icing and Terminating 


Wires 


24-page catalog, believed to 
ost complete single-source 
of insulating products for 
nd terminating wires and 
is announced recently by 
Mining and Manufactur- 
M), Dept, D9-37, 900 Bush 
. Paul 6, Minnesota. 
talog contains descriptions 
cations for both “Scotch” 
“Trvington” brand electri- 
cts for splicing and termi- 
and cables. 
‘oducts included are electrical 
es, connectors, splicing kits and 
terials, epoxy resins, insulating 
lers, telephone splice sleeves, mois- 
e vapor barrier materials and in- 
ating putty, are proofing and high 
tage splicing materials. 
Application information, 


nneso 
Co. ( 
ue, - 
he © 
app 
ind an 
pre li 
Ing Wires 


product 


#cription, ordering information and 


perties on the various insulations 
} provided in the body of the cata- 


he new catalog may be obtained by 


ing to 3M at the above address. 


a new ¢ 
er heat 
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digital computer to design 
‘'ransformer, thus reducing 
s from days to minutes, 
ted at the Winter General 
f the American Institute of 
Engineers held in New 
' recently. 
ransformers are relatively 
ire used for pulsed radar, 
. Logo, R. L. Greene and 
nic, Jr., of Westinghouse 
‘orp., in a paper, Digital 
Design of Pulse Trans- 
rior to use of the digital 
tedious and time consuming 
is Were necessary. 
iges of the computer use in 
» reduction of calculating 
listed as: Providing, in ad- 
final design, all of the in- 
design values calculated 
ting towards a final design ; 
he design engineer to study 
of parameter variation on 
er design; it releases the 


design engineer from the drudgery 
of routine calculations ; it insures con- 
sistency of design procedure and 
should allow the manufacturer to give 
rapid quotes on proposed designs ; 
and it should allow faster delivery 
service because of the reduction in 
engineering time. 

Pulse transformers transform en- 
ergy in a pulse with an approximately 
rectangular shape and time duration 
in the order of micro-seconds, the en- 
gineers pointed out. 


World's First Inner-cooled 
Transformer Installed 


THE world’s first inner-cooled trans- 
former, built by Westinghouse Elec- 
tric Corporation’s power transformer 
department in Sharon, Pa., is now in- 
stalled and operating on the system 
of New York State Electric and Gas 
Corporation. The unit is located at 
Hinman Road substation, Lockport, 
i. i 2 

In the new inner-cooled design, the 
oil is circulated between the strands of 
parallel conductors that are at the same 
potential. Thus, oil ducts are elimi- 
nated between coils and windings. 
This allows the use of materials hav- 
ing higher insulation strength than oil 
where voltage stresses occur. In this 
manner, smaller, lighter, and higher 
capacity units can be built that have 
the same design margins as the con- 
ventional construction, 

This 30-, 40-, 50-mva, OA/FOA/- 
FOA, 115-kv transformer weighs 3.1 
pounds per kva, compared to 3.5 
pounds per kva for a similarly rated 
conventional unit. 


Potomac Edison Has 3-Year 
Construction Program 
THE Potomac Edison Company, 
Hagerstown, Md., has announced a 
budget of almost $23,000,000 for ex- 
pansion of generating, transmission, 
distribution, and general service fa- 
cilities during 1959, 1960 and 1961. 
The construction budget for the 
current year calls for an cutlay of over 
$7,000,000. Construction budget fore- 
casts for 1960 and 1961 call for ex- 
penditures of nearly $7,500,000 and 

over $8,000,000 respectively. 
Largest single outlay during the 
three-year period will be for construc- 
tion, extension and improvement of 
the company’s transmission and dis- 
tribution line facilities. Over $14,- 
000,000 has been allocated for this 


purpose. 
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Two major transmission line proj- 
ects are scheduled for 1959, A anew 
132,000 volt line will be built from 
Millville to Frederick, a distance of 
26 miles. This line is actually a con- 
tinuation of the Albright to Millville 
line. It will provide additional capacity 
for the fast growing east portion of 
the PE service area and supply pos- 
sible power feed-back into the Hag- 
erstown and Waynesboro areas. 

An additional source of power will 
be furnished the Martinsburg area 
with the construction of a 132,000 volt 
line from Marlowe to Opequon Sub- 
station near Martinsburg, a distance 
of 14 miles. 

In 1960 a new 132,000 volt line, 27 
miles in length, is scheduled to be con- 
structed from Riverton to Luray. This 
line is required to meet the growing 
power demands in the Southern dis- 
trict. 

A new 132,000 volt line, slated for 
construction in 1961, will be built 
from the proposed Millville-Frederick 
line into the Montgomery County 
area. To meet the rapidly growing 
needs of this area, and also furnish 
additional power to the lower portion 
of Frederick County, a 15 mile spur 
line will be tapped from the Millville- 
Frederick line. 


lowa Electric Light & Power to 
Spend $13,000,000 in 1959 


OVER $13,000,000 have been budg- 
eted by Iowa Electric Light and 
Power Company, Cedar Rapids, Iowa, 
for construction during the 1959 year 
—over $5,000,000 more than for con- 
struction in 1958. 

Largest single item in the new 
$13,300,000 budget, which will cover 
construction in some 375 communi- 
ties, is $3,700,000 toward the third 
generating unit for the Sutherland 
station at Marshalltown, This new 
82,500-kw unit will cost a total of 
approximately $13,000,000, with the 
major portion of the outlay coming in 
1960. 

Gas distribution systems for some 
21 new towns have an estimated ex- 
penditure of $1,600,000. These are the 
towns in which the company holds 
franchises and is awaiting Federal 
Power Commission approval for serv- 
ice. 

An over-all picture of the new budg- 
et shows $9,740,000 allocated to ac- 
tivities of the Electric Department 
over the property, including the ex- 
pansion planned for the Sutherland 
station. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 
0 Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 














LEADING AMERICAN INDUSTRIES 
oficy their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings 
Bonds program with more payroll savers than ever before in peacetime. *& 








PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B.. LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulatio 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparat 
have been given attention. “Preparing for the Utility R te 
Case” is a compilation of experiences taken from the reco | 
of actual rate cases. It has required two years of reseai 
study and analysis, conducted by Francis X. Welch, Ed 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid : 
cooperation of selected experts, to complete this treatise. 
The volume, being the first of its kind, should be fo. d 
invaluable to utility executives, rate case personn | 
attorneys, accountants, consultants, regulatory co 1- 
missions, rate case protestants, and, in fact, to all pers: 
engaged in or having an interest in rate cases. 
Among the values of this compilation are the reviews 
methods and procedures, which have been found helpful ir 


© simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 


The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











HDUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL.B... LL. M. 


HIS i the companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
those procedural matters which come after the preparatory stages of the rate case. It presents for the 


st tin > the practical problems of conducting the case— 


® filing the application 
© introducing the evidence 


®& examining the witnesses, etc. 


fact, | explains the time-saving and effective ways of making the 
p-by-s'ep progress toward the rate decision, including information 
cerning the requirements for appeal and review. 


Nowhere in the literature of regulation will you find, in rela- 
ly small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 
The Formal Approach To The Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing The Testimony 

Parties—Rate Complaints—Investigations 
Negotiations Before Hearing—Prehearing Proceedings 
Setting and Opening The Hearing 
Exomination In Chief 

Cr :s-Examination and Rebuttal 

Evi ‘ence in a Rate Case 


Case for Complainants 
.« Rate Increase Protestants 


Expert Witness 


ons, Interlocutory Procedures, Arguments, Briefs 
id Decisions 


» eal and Review 


‘onduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


‘€ practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


tion with a rate case. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1800 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 
37 Well Street 437 Shoreham Bidg. 
New Yerk 5, N. Y. Weshiagton 5, D. C. 


Rate Cases Management and Market Studies 


Rate of Retura Analysis 
Cost of Service Determination 


Economic and Financial Reports 








DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











% Augmentation 
%* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


11 WEST 42ND STREET WEW YORK 36,N Y 


LP-gas 


EMPIRE GAS peak shaving 


and stand-by 


ENGINEERING CO. plants tor 


+ municipalities 
P.O. Box 1738. + Industry 
; + design 
Atlanta 1. Georgia  consivielian 


Mention the FortNIGHTLY—It identifies your inquiry 
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Jord, Bacon & Davis 


VALUATION int CONSTRUCTION 
teronne” JEngineers oonir esse 


NEW YORK @ CHICAGO e@ LOS ANGELES 

















FOSTER ASSOCIATES, INC. 


Rate Cases © Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & J AcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YORK WESTBURY CLEVELAND 














GIBBS « HILL, inc. 
@ Consulting Engineers 


DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


G | GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 
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Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 

















GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West Sth Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engeneers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 





74 New Montgomery Street San Francisco 5, California 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 











tee Kuljian Gycration 

tL 

ENGINEERS e CONSTRUCT ORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS ¢« INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND iene 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
ve RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


DARIEN, CONNECTICUT 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ses CHARLOTTE, N. C. 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND r : Tel SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING \ is INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys ©® Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 
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STONE &WEBSTER : tcsron” 


CHICAGO 
ENGINEERING CORPORATION Bebe os 

SAN FRANCISCO 
DESIGN +» CONSTRUCTION + REPORTS - APPRAISALS LOS ANGELES 


SEATTLE 
EXAMINATIONS * CONSULTING ENGINEERING TORONTO 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














& 
Whitman, Requardt and Associates 
: Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















ENGINEERS, CONSTRUCTION AND 
a Onerial 8 MAINTENANCE CONTRACTORS 
rams‘Aerial Survey 
Coucvation for the GAS INDUSTRY 
Topographic and Planimetric Maps CONSOLIDATED 
Mosaics, Plans & Profiles for all GAS AnD SERVICE CO. 
Engineering work. 327 So. LaSalle St., Chicago 4, Ill. . 
Abrams Bldg. Lansing, Mich. 

















BURNS & McDONNELL GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Engineers-Architects-Consultants 
Investigations—Reports—Appraisals 


KANSAS CITY, MO. Original Cost and Depreciation Studies 
P. O. Box 7088 Rate Analyses—Insurance Surveys 


Phone: DElmar 3-4375 HARRISBURG, PENNSYLVANIA 




















EARL L. CARTER INTERNUCLEAR COMPANY 


Consulting Engineer Nuclear consultants, engineers, and 


designers 
REGISTERED IN INDIANA, NEW YORK, OHIO, : 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Economics of Nuclear Power, Reactor 
Public Utility Valuations, Reports and Analysis and Design, Shielding, 
Original Cost Studies Special Applications 


910 Electric Building Indianapolis, Ind. Clayton 5 Missouri 
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Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MBECHANICAL—STRUCTURAL 


DESIGN AND SUPERVISION OF CONSTRUCTION 
FOR 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


4 
ON o 
*uisuEd ~ 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 




















LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 





1009 Baltimore Kansas City 6, Mo. 





A. S. SCHULMAN ELEctTRrICc Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S, MICHIGAN AVE., CHICAGO, Id. 
Angeles 

















J. F. McMAHON ASSOCIATES, INC. 
Engineering Consultants 
INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 





The R.W.STAFFORD CO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 




















Representation in this Profes- 
sional Directory may be ob- 
tained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 

Washington 4, D. C. 








SVERDRUP & PARCEL 


Engi s&C Idané 





Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 














A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Portland 
Inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—I¢ identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation . 
*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*AMP Incorporated : 

Analysts Journal, The 

*Anchor Metals, Inc. .. 


*Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
Blyth & Company, Inc. 

Boni, Watkins. Jason & Co., Inc 
Burns & McDonnell, Engineers 


c 


Carter, Earl L., Consulting Engineers 
*Cleveland Trencher Company, The 
Columbia Gas System, Inc., The 
*Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


Day & Zimmermann, Inc., Engineers 

*Delta-Star Electric Division, H. K. Porter Company, Inc. 
Dodge Division of Chrysler Corp. Inside Front Cover 
Drake & Townsend, Inc. tok 6a ee 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated : 
*Electro-Motive Division, General Motors 
Empire Gas Engineering Company 


F 
*First Boston Corporation, The 
*Fish Service Corporation 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates, Inc. 
Francisco & Jacobus 


G 
Gannett Fleming, Corddry and Carpenter, Inc. .. 
General Electric Company ... 14-15, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers oe ee ree 
Gilbert Associates, Inc., Engineers 
Gilman, W. C., & Company, Engineers 
*Glore, Forgan & Company 


H 


*Halsey, Stuart & Company, Inc. 
*Harnischfeger Corporation 
*Harriman, Ripley & Company 
Harza Engineering Company 
Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


I 
*International Business Machines Corp. 
International Engineering Company, Inc. 
*International Harvester Company, The 
internuclear Company .... en ars 
Irving Trust Company 

J 
Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers ... 
*Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 


*Kellogg, M. W., Company, The 
*Kerite Company, The 

*Kidder, Peabody & Company 
*Kuhn Loeb & Company 

Kuljian Corporation, The ... 


*Langley, W. C. & Co. 

Leffler, William S., — Associated 
*Lehman Brothers . 

*Line Material Industries 

*Loeb (Carl M.) Rhoades & Co. 

Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers 


Main, Chas. T., Inc., Engineers ? 

*Marlow Pumps Division of Bell & Gossett Co. 
McMahon. J. F., Associates, Inc. 

*Merrill Lynch, Pierce, Fenner & Smith . 

Miner & Miner, Consulting Engineers 
*Morgan Stanley & Company 


National Association of Railroad & Utilities 
Commissioners . 
Newport News Shipbuilding & Dry Dock ‘Company 


° 
*Osmose Wood Preserving Co. of America, Inc. 


P 


Pioneer Service & ne 
Company .. 

Pittsburgh Testing Laboratory 

*Porter, H. K. Company, Inc., Delta-Star Electric Division 


.. Inside Back Cover, 


Recording & Statistical Corporation 
Remington Rand Div. of — Rand Corp. 
*Robertson, H. K., Company . : 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 
*Smith, Barney & Company 

*Southern ‘yg Coating Company 

Stafford, R. W., Company, The Consultants . 
Standard Research Consultants, Inc. 

Stone and Webster Engineering Corporation 
*Studebaker-Packard Corporation 

Sverdrup & Parcel, Engineers & Consultants 


U 
*United Steel Fabricators, Inc. 


Ww 


*Westinghouse Electric Corporation .. 
White, J. G., Engineering Corp., The . 
*White, Weld & Co. 

Whitman, Requardt and Associates ... 
Williams, A. W., Inspection Co. Inc. . 
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The «esign work on all these new 

sul stations is going to be hard 

toh ndle with our present force. GIVE YOUR NON-ROUTINE 
OPERATIONS TO PIONEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 


Of course! They have enough ing power plants for 57 years. It 
offers design service for fossil fuel, 


to do handling routine duties. hydro-attd atomic plants. It Wil 
Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer’s other services in- 
clude substation, transmission and 
distribution studies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agement engineering advice, finan- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


On your letterhead, write for , P 
40-page booklet, “Pioneering Pion eer Service 
New Horizons in Power.”’ De- . * 

scribes, illustrates Pioneer's & E noin LY LY Yl nd C 0. 
engineering services, and cor- 


som services, from financ- 231 South La Salle Street 
ing to operation. Chicago 4, Illinois 


NEW! 





How General Electric 


is developing better 


Steam turbine-generator 
service 


integrated service—from 
initial order of a_ turbine-generator 
throughout its operating life—is an 
added value available to purchasers of 
General Electric steam turbine- 
generator units. Experienced field repre- 
sentatives and local specialists, backed 
by a headquarters Product Service or- 
ganization form an integrated service 
effort designed to help electric utilities 
achieve more economical generation of 
electricity. 


Completely 


Here are some ways that G-E service 
helps maintain the product superiority 
built into each unit: 


Laboratory testing of full-size parts like new 
thrust bearing (above), other continuing studies, 
confirm component design improvements. 


Engineering evaluation at plant site by G-E Two-way flow of service information through Product Service component permi 


specialists improves installation time and costs. 


Engineering seminars held at factory by men like J. E. Downs, Mgr.—Turbir » Eng; 
inform field service representatives of latest advances. Average professional exp: ence 


local G-E service representative is 17 years. 


INSTALLATION SERVICE STUDY TEAM 
helps simplify field erection by con- 
tinually studying methods for reducing 
installation time and cost. It also seeks 
easier inspection procedures by suggest- 
ing appropriate improvements in equip- 
ment design. 


PERFORMANCE INTERPRETATION helps 
owners evaluate abnormal sectional 
pressures and efficiencies, loss of ca- 
pacity, and other operating irregular- 
ities. General Electric initiates tests to 
prove new designs, and aids owners in 
conducting their own performance tests 
on duplicate machines. 


ENGINEERING CONSULTATION is con- 
tinuously available from factory com- 
ponents. Here electrical and mechanical 
engineers specialize in providing prompt 
supporting attention to problems that 
may arise during the life of your unit. 


MATERIALS AND PROCESSES LABORA- 
TORY ASSISTANCE is offered for any un- 
usual service requirement. Nearly 300 
physicists, chemists, specialists and 
technicians are available for field 
studies, consultation, and advanced non- 
destructive testing. 


MAINTENANCE TASK FORCE estab 
procedures to speed repair; and 
imize outages by: assuri g eff 
repair routines, carefully ana 
shop operations to eliminat:: unce 
ties, and coordinating our action 
owner’s requirements. 


MATERIAL PROCUREMENT A)DVA\ 

help reduce downtime. Large vi 
production, a backlog of curren 
proved materials such as com 
forgings, tubing, and bar stock, a 
efficient purchasing organization 
stitute power aids in meeting ¢ 
gency requirements. 


General Electric’s integrated sq 
program of KEEPING POl 
MAKERS ON THE LINE provid 
major added value that helps ine 
system efficiency and reliability, 
reduce operating expenditures. 
more information on this Program, 
tact your nearest G-E Apparatus § 
Office or write for Bulletin GED- 
“Keeping Powermakers on the 
General Electric Co., Section 301 
Schenectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @@ ELECT 


DISTRICT AND LOCAL OFF 
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OWNER’S UNIT 


close 


liaison between factory personnel and field representatives on specific service pr lems 





